Return  this  book  on  or  before  the 
Latest  Date  stamped  below.  A 
charge  is  made  on  all  overdue 
books. 

University  of  Illinois  Library 


!’N  '343 


MAY  IBbl 


31l95h 


JUrt  -6 


~  O 

MAR  ^ 


DUE:  zjlllst 


l9fR  27  la^ 

nwu 

MAY  i  9  B8S 


168 

|1.  I9G9 


M32 


THE  INTER-AMERICAN  COFFEE  AGREEMENT 


BY 

JOHN  MERLIN  HUNTER 

B.S.,  University  of  Illinois,  1943 


THESIS 

SUBMITTED  IN  PARTIAL  FULFILLMENT  OF  THE  REQUIREMENTS 
FOR  THE  DEGREE  OF  MASTER  OF  SCIENCE  IN  ECONOMICS 
IN  THE  GRADUATE  SCHOOL  OF  THE 
UNIVERSITY  OF  ILLINOIS.  1947 


i 


URBANA,  ILLINOIS 


Digitized  by  the  Internet  Archive 
in  2018  with  funding  from 

University  of  Illinois  Urbana-Champaign  Alternates 


https://archive.org/details/interamericancofOOunit 


UNIVERSITY  OF  ILLINOIS  LIBRARY 


Regulations  for  the  Use  of  Manuscrlot  Theses 


This  thesis,  from  the  collection  In  the  University  of  Illinois 
Library,  is  available  for  research  use  under  the  terms  of  the  Inter- 
library  Loan  Code  of  1952#  The  borrowing  library  Is  responsible  for  this 
thesis  and  may  make  such  arrangements  for  its  use  as  are  consistent  with 
its  safety  and  proper  use. 

Use  of  information  contained  in  this  thesis  must  be  acknowledged  In 
published  work  and  permission  of  the  author  must  be  obtained  for  copying 
or  reproducing  any  part  thereof. 

This  thesis  is  loaned  for  a  period  of  two  weeks  and  only  under 
unusual  circumstances  will  permission  be  granted  for  an  extension  of 
the  loan  period. 


Hin ^ 


UNIVERSITY  OF  ILLINOIS 


THE  GRADUATE  SCHOOL 

—  15  S-epterebe^  4947 - 

I  HEREBY  RECOMMEND  THAT  THE  THESIS  PREPARED  UNDER  MY 

SUPERVISION  BY - <rSHLPT-  HLTfTTIjTH - 

ENTITLED _ THE  TTTER-  TCATT  CPTUHIE 


Recommendation  concurred  inf 


BE  ACCEPTED*  AS  FULFILLING  THIS  PART  OF  THE  REQUIREMENTS  FOR 
THE  DEGREE  OF. 


In  Charge  of  Thesis 


Committee 


Final  Examination-)- 


“Subject  to  successful  final  examination  in  the  case  of  the  doctorate. 
fRequired  for  doctor’s  degree  but  not  for  master’s. 


1000—7-47—35914 


i 


f 


'  -V 


tablp  ry 


Chapter  Page 

I.  Introduction . 1 

IT*  The  Mature  of  the  Supply  of  and  the 

Demand  **or  Coffee . 6 

III*  Brazilian  Coffee  Policy . .......  14 

TV*  The  Evolution  of  the  Agreement  *•*...  30 

V.  The  Inter- American  Coffee  Agreement..  39 

VI*  The  Operation  of  the  Agreement. ..... .  51 

VII*  Conclusions . . . 70 

Bibliography  . . 75 


THE  INTER- AMERICAN  COFFEE  AGREETfSHT 


Introduction 


On  November  28,  1940,  the  fourteen  coffee  producing 
countries  of  Latin  America  and  the  united  States,  the  only 
sizeable  wartime  consuming  country,  signed  the  Inter- Ameri¬ 
can  Coffee  Agreement*  This  action  culminated  an  effort  of 

s' 

forty  years  toward  the  international  cooperative  market¬ 
ing  of  coffee* 

Coffee,  as  a  commodity,  is  an  important  factor  in  the 
economy  of  the  Americas#  All  the  American  republics  and 
Canada  consume  it  in  large  quantities#  Fourteen  nations 
produce  it  in  considerable  amounts,  largely  for  exportation, 
and  thus,  it  is  vital  in  the  determination  of  exchange  rate 
relationships*  Table  I  indicates  clearly  the  relative  im¬ 
portance  of  coffee  In  the  total  export  trade  of  each  of  the 
producing  countries# 


TABLE  I 

I 

RELATIONSHIPS  BETWEEN  COFFEE  EXPORTS  AND  TOTAL  EXPORTS 


FOR  FOURTEEN  COUNTRIES,  1938 

(In  thousands  of  dollars) 


Country 

Total  Exports 

Coffee  Exports 

^rcent 

Brazil 

1295,558 

$133,151 

45.0 

Columbia 

80,477 

49,656 

61.1 

Costa  Rica 

10,146 

4,938 

48*7 

Cuba 

142,678 

677 

0.4 

Dominican  Republic 

13,859 

1,040 

7.5 

Ecuador 

12,619 

1,247 

9.9 

El  Salvador 

10,946 

9,512 

88.2 

Guatemala 

16,336 

10,090 

61.8 

Haiti 

6,946 

3,465 

49.9 

2 


(Table  I,  coni*) 


Honduras 

7,356 

164 

2,2 

Wexi  co 

113,852 

5,684 

5,0 

Nicaragua 

5,884 

2,031 

34,5 

Peru 

76,705 

389 

0,5 

Venezuela 

274,816 

8,218 

3,0 

Totals 

#1,068,187 

$330, 272 

21.6 

Sources:  Bureau  of  Foreign  and  Domestic  Commerce,  Foreign 
Commerce  Yearbook,  1939;  Washington,  1942} 
pp.  1^2,  -passim,  ffKe  Statesman's  Yearbook,  1939; 
Macmillan  Company,  London,  1936; p.  $15. 

Particularly,  note  the  relative  importance  of  coffee  in  the 
export  trade  of  El  Salvador,  Costa  Rica,  Nicaragua,  Haiti, 
Guatemala,  Columbia,  and  Brasil, 

Coffee  affects  the  everyday  living  of  millions  of 
people.  The  wages  of  labor  and  management,  the  return  to 
capital  all  depend  upon  the  coffee  market.  Of  no  little 
significance  is  the  coffee  trade  as  a  source  of  governmental 
revenue  for  the  Latin  American  countries.  The  effect  of 
commerce  upon  the  internal  economies  of  each  of  these  coun¬ 
tries  per  se  affects  foreign  investment,  finencing,  and  pur- 

i 

chases. 

Coffee  markets  are  not  only  of  vital  importance  to  the 
producing  countries  but  to  the  United  States  as  well. 
Roughly,  sufficient  coffee  was  imported  into  this  country 
in  1938  to  prepare  sixty-six  billion  cups  of  the  beverage,1 2 


1,  feeler,  Erwin,  P,,  "The  Brasilian  Coffee- Defense  Ex¬ 
periment",  Office  of  Foreign  Agricultural  Relations,  Foreign 
Agriculjture,  December,  1937,  p,  619, 

Ofleina  ~anamerlcana  del  Cafe,  Bstadf sticaa  Cafe- 
teras,  Mexico,  D,  F.,  1945f  Table  654, 


/ 


'  * 


-  V 

1 


3 


Coffee  is  normally  one  of  the  three  largest  imports;  in  1938, 

3 

it  was  paramount  and  second  only  to  erode  rubber  in  1939* 

j 

The  relative  importance  of  coffee  compared  to  other  imports 

,  i  * 

from  Latin  America  ie  shown  in  Table  IX.  The  amounts  indi¬ 
cated  as  originating  in  Latin  America  account  for  about  nine¬ 
ty-seven  percent  of  all  TThited  States  coffee  imports* 


TABLE  II 


five  m-mn  r  torts  mo  the  ueitsd  states 

FRO**  LATIH  AFRICA,  1939  AW)  1940 
(in  thousands  of  dollars) 


Commodity 


Value*  1939  Commodity 


Value,  1940 


Coffee 
Cane  Sugar 
Copper 
Bananas 


$136,200 

75,000 

30,100 

28,800 


Crude  petroleum  and 
semi-finished  oils  23,300 


Coffee  #124,300 

Cane  Sugar  69,700 

Copper  51,900 

Crude  petroleum  and 
semi-finished  oils  47,600 

t 

Raw  wool  46, 700 


Source:  Department  of  Commerce,  international  Reference  Ser- 
vice,  Kay,  1941?  cited  in  Daniels,  Paul  C.',  "The 
Inter-American  Coffee  Agreement,®  Law  and  Contem¬ 
porary  problems.  Autumn,  1941,  p*  *709. 


Although  coffee  constitutes  but  about  one- twentieth  of  all 


United  States*  imports,  thousands  are  employed  preparing  and 
distributing  the  one  and  one-half  billion  packages  sold  annu¬ 
ally*  Steajp|hip  lines  gross  over  twelve  million  dollars,  and 

'*'■**'  ’  <  fir. •<  ' 

trucking  lines  and:  railroads  gross  over  fifteen  million  dol- 

4 

lars  annually  from  the  coffee  trade* 


3.  Lundgren,  Ruth,  ®Cup  of  Currency®,  ^an  American  Maga¬ 
zine,  Kay,  1946,  pp.  5-6.  Bynum,  *rary  L*,  Coffee,  Cocao  Bean, 
and  Tea— IT*  S*  Foreign  Trade  in  1939.  Bureau  ol*  Fo reign  and 
domestic  Commerce,  1940,  p.  1* 

4.  Lundgren,  0£*  clt.,  p.  6. 


J 


<n  r 


«* 


* 
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The  importance  of  the  coffee  trade  cannot  be  measured 
alone  in  dollars  and  cents;  “political *  aspects  cannot  be 
ignored.^  immediately  prior  to  1940,  the  government  of  the 
tmited  States  was  endeavoring  to  maintain  “hemispheric  solid¬ 
arity”,  a  requisite  to  neutrality  and  to  preparedness.  It 
may  have  been  felt  that  a  healthy  relationship  between  the 
producing  countries  and  the  sole  remaining  consuming  country 
would  do  much  to  bind  hemispheric  ties  more  eloaely. 

The  coffee  trade  and  the  coffee  agreement  are  important, 
lastly,  because  of  the  growing  prevalence  of  intergovernmental 
commodity  controls  during  the  inter-war  period*  The  criticisms 
of  such  programs,  favorable  and  adverse,  may  be  applied  with 
more  or  less  validity  to  control  schemes  of  other  commodities. 
It  seems  certain  that  such  plane  will  be  an  integral  factor 
in  the  post-war  world  econoigy,  end  it  is  clear  that  the  inter- 
American  Coffee  Agreement  has  established  the  precedent  for 
the  Department  of  Str te  proposals  for  intergovernmental  com¬ 
modity  agreements  embodied  in  the  proposed  charter  for  an 

5 

international  trade  organization. 

The  “problem"  of  eoffee  as  a  cosmodity  began  about  1900, 
and  an  understanding  of  this  situation  is  vital  to  an  under¬ 
standing  of  the  coffee  agreement  end  its  future.  Further, 

5.  Department  of  State,  "Preliminary  Draft  Charter  for 
the  International  Trade  Organization  of  the  united  Nations", 
Commercial  Pol 1 cy  Series  9S,  1946,  Chapter  Vi i. 


1 


5 


the  story  of  coffee  In  the  early  days  Is  almost  completely 
the  story  of  the  coffee  policy  of  Brazil*  Consequently, 
a  consideration  of  the  background  must  he  made  before  the 
Agreement  can  he  even  cursorily  examined* 


6 


II 

THE  MATURE  OF  THE  SB?  ELY  OY  AND  THE  DE’iAHD  FOR  COFFEE 

The  nature  of  the  Supply  of  Coffee,  One  of  the  chief  fact¬ 
ors  in  the  supply  of  coffee  is  the  geographical  concentration 
of  production.  In  1939-1940,  it  ie  estimated  that  Brazilian 
production  was  22,067,000  sixty  kilogram  hags  (132*276 
pounds)  or  58.4  percent  of  the  total  world  production. 
Columbia,  the  second  largest  producer,  accounted  for  only 
21*8  percent,  and  some  twenty  countries  were  appreciable 

g 

producers  in  smaller  amounts*  Geographical  concentration 
is  increased  further  in  Brazil  where  the  state  of  Sao  Paulo 
normally  produces  about  two- thirds  of  the  Brazilian  crop* 

Thus,  about  forty  percent  of  world’s  production  originates 

i 

in  an  area  about  the  size  of  the  State  of  Oregon.  Bueh  of 

the  remainder  of  Brazilian  coffee  is  grown  in  the  immediate 

.7  •  •  '  *,• 

environs. 

This  proximity  of  producers  and  productive  areas  is 
responsible  for  two  conditions*  First  of  all,  it  makes 
world  coffee  production  appreciably  vulnerable  to  weather 
conditions  in  one  small  part  of  the  world*  Secondly,  pro¬ 
ducers  have  thus  been  encouraged  by  nature  to  cooperate  with 
each  other  in  the  marketing  of  their  product. 

6*  Wicklzer,  F*  B.,  The  Yorl d  Coffee  Economy  with 
Special  Reference  to  Control  Cell  ernes.  Food  Research  insti¬ 
tute,  Stanford  diversity,  194^7  pp.  242-243. 

7.  Campos,  Carlos  Augusto  Ribeiro,  Atlas  Estatlstico 
do  Brazil,  Departaraento  Ha  clonal  do  Cafe,  Rio  de  .Tnneiro, 
T$4l,  p. 46* 
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The  nature  of  the  coffee  crop  itself  is  a  contributing 

factor  to  the  supply  problem*  After  the  tree  is  originally 

planted,  four  or  five  years  are  required  before  it  begins 

to  bear  in  quantity*  Jtexlmm  production  is  not  obtained 

until  ten  to  twelve  years  have  elapsed,  and  production  falls 

3 

off  gradually  after  the  twenty-year  mark  has  been  reached* 

K  i>  r  i 

This  means  that  production  is  particularly  insensitive  to 

«  *■-  •"  t  <  '  >  •  . 

<  ■  . 

price  change.  If  a  short-run  dearth  of  coffee  occurs,  high 
prices  and  profits  encourage  new  plantings  which  are  not 

9 

productive  for  five  years  when  altogether  new  price  condi¬ 
tions  may  obtain* 

Over  a  long  period  of  time,  the  costs  of  production  are 

a 

estimated  at  from  seventy  to  eighty  percent  fixed  costa*' 
Thus,  In  any  short  period*  the  individual  producer  harvests 
and  markets  his  crop  regardless  of  price  as  long  as  he  anti¬ 
cipates  the  ability  to  pay  the  twenty  to  thirty  percent 
variable  cost*  This  condition  adds,  of  course,  to  the  non- 

V 

sensibility  of  production  to  market  prices* 

Dfcltke  most  perenials,  the  coffee  tree  produces  in  a 
cycle  all  its  own*  If  in  a  year  of  favorable  weather  and 
the  trees  are  *reoted",  a  bumper  crop  may  be  produced. 

The  following  two  or  three  years  will  then  produce  ’•short*’ 

8.  Howe,  J*  W.  y*.  Markets  and  ,ren,  Macmillan  Company, 
yew  York,  1936,  p.  28. 

9*  Ibid*,  p.  37*  ^or  three  analyses  of  these  costs, 
see  ^eCreery,  Walter  Cay  and  Tiynum,  "ary  L. ,  "The  Coffee 
Industry  in  ■Brazil,”  Tureau  of  Foreign  and  Domestic  Com¬ 
merce,  Trade  rrorotion  series  92,  1930,  pp*  68,  69,  74. 
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crop*  while  the  trees  recover  from  their  exhaustion*  Then 
in  the  fourth*  f£**th*  or  sixth  years  after  the  first  bumper 
crop*  depending  upon  weather  conditions*  a  new  bumper  crop 
may  be  produced*  This  cycle  is  predictable  only  to  a  limit¬ 
ed  extent*  however*  m  1929,  a  bumper  crop  followed  the 
last  such  crop  by  only  two  years  with  disastrous  effects 
upon  marketing  policy.10 

The  coffee  harvest  is  distributed  throughout  the  year 

so  that  there  is  not  a  great  deal  of  seasonal  fluctuation 

in  prices.  Brazil  has  a  long  harvest  season  and  the  slack 

months  there  are  largely  offset  by  harvestings  in  other 

countries*  Brasilian  marketing  restrictions  have  also  done 

much  to  eliminate  seasonal  fluctuations  in  the  supply  of 

U 

eoffee. 

The  coffee  bean,  once  harvested  and  processed  for  ship¬ 
ment,  is  very  durable  and  can  be  stored  without  serious  deter¬ 
ioration  over  a  period  of  years. 

All  these  factors  contribute  to  a  supply  of  coffee  that 
is  insensitive  to  price  change.  A  high  price  tends  to  encour¬ 
age  production  for  a  market  five  years  in  the  future,  but  low 
prices  do  not  cause  a  great  deal  of  abandonment  even  though 
they  do  discourage  new  plantings.  This  combination  of  fact¬ 
ors  cause  variations  in  the  Brazilian  crops  so  that  the 

10.  PP*  ^0,  35* 

11*  Coffee,  author  unknown,  Merrill  Lynch,  Pierce, 

Benner*  and  Beane,  Bew  York,  1947,  p.  7. 
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12 

“short"  crops  may  be  half  the  si as  of  bumper  crops* 

The  Nature  of  the  Demand  for  Coffee*  While  coffee  may 
be  primarily  considered  a  luxury  item,  the  nature  of  the  de- 
mand  for  coffee  Indicates  that  the  consumer  does  not  consider 
It  as  such*  In  one  of  the  most  exhaustive  studies  of  the  de- 
Bland  for  coffee,  the  conclusion  was  reached  that  the  elasti¬ 
city  at  the  higher  prices  was  approximately  a  negative  eight 
one-hundredths  (-0,08),  gradually  becoming  more  elastic  at 
lower  prices  until  an  elasticity  of  negative  five-tenths 

(0*5)  obtained**3  Another  extensive  statistical  study  pro- 

14 

duced  the  same  general  conclusion*  The  National  Coffee 
Association  Indicates  that  considerable  consumer  resistance 

< 

is  set  when  retail  coffee  prices  reach  fifty  cents  per  pound* 


12*  Ibid*,  XT.  S*  Tariff  Commission,  Economic  Controls 
and  Commercial  Policy  in  Brazil*  1945,  p*  21.  ??owe,  og*  elt», 
p*  2i* 

13*  Gilboy,  Elizabeth  Waterman,  "Time  Series  and  the 
Derivation  of  Demand  and  Supply  Curves*  A  Study  of  Coffee 
and  Tea,  1850-1930",  Quarterly  Journal  of  Economics,  August 
1934,  p.  676. 

14*  “Kingston  Jorge,  A  Dei  Bstatlatlco  do  Demands  do  Cafe, 
Servlco  de  Puhlicidade  Agricola,  Mo  de  Janeiro,  1§&£, Trench 
resume  p*  5*  Kingston  cites  the  demand  as  being  grandis- 
aement  "inelastjque"*  The  economists  and  trade  generally  re¬ 
cognize  the  inelastic  demand*  See  also*  Howe,  op*  cit*,  p*  31 ? 
The  Economist,  April  9,  1932,  "Coffee  Valorisation",  p.  782? 
Safari,  B*  D.,  "Do  Low  Coffee  prices  Increase  Buying?",  Tea 
and  Coffee  Trade  Journal,  June,  1935,  p*  470?  Jacob,  Heinrich 
Eduard,  feoffee.  The  itpfe  of  a  Commodity,  Viking  press.  New 
York,  1935,  p.  2757  James,  Preston  Is* ,  Brazil*  The  Odyssey 
Press,  New  York,  1946,  p*  153;  ''errill  Lynch,  pierce,  Fenner, 
and  Beane,  op*  cit.,  p*  7,  XT*  s.  Tariff  Commission,  Foreign 
Trade  of  LaTTn  America,  1940,  p.  90?  Staley,  Bugine,  Raw  Mat¬ 
erial  s~7n  peace  and  War,  Council  on  Foreign  Relations,  New 
Tort,  l$577pr"2557 - 

15.  Coffee,  Nay- June,  1947,  "Coffee  Prices  and  Coffee 
Consumption",  p*  3* 


10 

Actually  the  weather  is  a  much  more  Important  determinant 

« •  *-  ■;  t  .  .  .  i  i  .  t.  .  i  '  t 

In  the  amounts  of  coffee  consumed  than  the  priee  os  consumption 

16 

foils  off  considerably  during  the  summer  months.  it  is  fur- 

•  •  i  * 

ther  pointed  out  that,  "historically,  coffee  consumption  is 
less  responsive  to  price  changes  than  almost  any  other  grocery 
commodity.... *  Chart  I  indicates  clearly  the  relationships 
of  prices  and  consumption  over  a  period  of  time-—  suhstantiat- 
ing.  If  not  proving:,  the  supposition  that  ths^ermad  for  coffee 
is  Inelastic. 

•  '  »  s 

the  inelasticity  of  the  demand  for  coffee  does  not  mean 
that  factors  other  than  price  are  inoperative*  Table  III  indi- 

i  i 

cates  clearly  the  change  or  increase  in  consumer  demand  since 
1790*  It  was  further  estimated  that  coffee  consumption  in¬ 
creased  40.6  percent  in  1944  over  the  five  year  average  1932- 

£ 

1937.  A  considerable  part  of  this  was  das  to  armed  forces 
consumption  (32.5  pounds  annually  per  man),  hut  considerable 
was  due  to  the  joint  efforts  of  the  national  Coffee  Association 
and  the  Pan  American  Coffee  Bureau  to  promote  coffee  consump¬ 
tion.1® 


16.  Merrill  Lynch,  pierce,  Fenner,  end  Beane,  eg.  cl t., 
p.  9.  — *** 

17.  Williamson.  W*  F* »  "Coffee  Quota  Agreement  creates 
New  Trade  problems  for  1941 ",  Tea  and  Coffee  Trade  Journal. 
January,  1941,  p.  29. 

IS.  Statement  by  Carlos  If.  Crnal,  Secretary- General  of 
the  Pan  American  Coffee  Bureau  in  The  Spice  Sill.  February, 
1945,  p.  16. 
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TABLE  III 


PEN  CAPITA  COWSTP-TTIOW  OF  COFFEE  ITT  THE  UNITED  STATES, 

1790  -  1938 


Year 


Pounds  per 
capita 


1790 

1866 

1971 

1876 

1831 

1836 

1891 

1896 

1901 

1906 

1911 

1916 

1921 

1926 

1931 

1936 

1938 


1.0 

4.96 

7.91 

7.33 

8.25 

9.36 

7.94 

3.08 

10.43 

9.72 

9.29 

11.20 

12.09 

12.61 

13.93 

13.48 

15.19 


Sources:  Hirers,  William  H.*  All  About  Coffee,  Tea  and  Coffee 
Trade  Journal  Company,  tfew  York,  1922,  pp.  238-239; 
Bynum,  Yfcry  L. »  Coffee,  Cocao  Bean,  and  Tea—  u.  S. 
Foreign  Trade  in  193&V  Bureau  of  foreign  and  Domes¬ 
tic  doraaerce,  T§3§,  p.  7.  The  figures  from  1921 
were  obtained  from  the  second  source  and  would 
better  be  called  "Per  Capita  Net  Deports  of  Green 
Coffee  in  the  Continental  Tjnited  Statee. " 


One  reason  for  the  relative  inelasticity  of  the  demand 
for  coffee  Is  the  scarcity  of  substitutes  for  it.  Chicory 
and  malt  eof^ee  are  the  two  chief  substitutes,  end  the  degree 


of  subs ti tut ibility  depends  largely  upon  the  psychology  of 
the  consumer  which  in  turn  depends  somewhat  upon  his  geographic 


location.  Beer  and  wine  are  suggested  as  minor  substitutes, 

although  they  may  be  considered  compl ementary  under  certain 

19 

circumstances.  The  problem  of  the  use  of  substitutes  is 


19.  de  Bujanda,  E.  Ifartinez,  "The  Economic  Aspects  of  the 
World  Problem  of  the  production  and  Consumption  of  Coffee", 
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i  *  <  :  i 

serious  to  the  trade  only  in  emergency  situations. 

As  there  are  few  substitutes  for  coffee,  likewise  it 

»  t  -  >  •  ■  i 

has  few  alternative  uses.  TJntJl  recently,  the  "surpluses'* 

•  *  .  i 

were  burned  bec^pse  the  beans  failed  to  make  good  fuel  "bri¬ 
quets",  fertilizer,  road  building  material,  since  1939,  how¬ 
ever,  a  new  possibility  has  arisen.  The  H.  S.  Pol in  Labora¬ 
tory  for  Research  in  Physics  in  ITew  vork  perfected  a  process 
for  making  a  plastic  from  coffee— -dubbed  "crfeii te".  The 

t  r  i  . 

rights  to  this  process  were  sold  to  the  government  of  Brazil, 
and  a  pilot  plant  was  in  the  process  of  construction  Just  prior 
to  the  entry  of  the  united  States  into  the  war.  Since  then, 
machinery  has  been  difficult  to  secure,  and  there  is  no  indi¬ 
cation  of  production  on  a  large  noale  at  the  time  of  writing. 

Eventually,  the  process  is  intended  to  consume  approxi¬ 
mately  five  million  bags  of  coffee  per  year,  presumably  of  the 
lower  grades.  The  process  is  said  to  be  simple  and  to  in¬ 
volve  no  unfamiliar  machinery  or  special  handling.  All  the 
raw  materials  are  available  in  Brazil,  and  only  a  few  chemi¬ 
cals  and  reagents  must  be  imported.  The  physical  properties 
of  the  plastic  seem  to  make  it  very  desirable.  It  can  be  man¬ 
ufactured  *n  al?Tost  any  color  from  the  pigments  obtained  from 
the  coffee  bean,  it  is  resistant  to  weak  acids  and  alkalis.  Is 
a  good  insulator  for  electricity  in  low  frequencies,  and  ab¬ 
sorbs  only  minute  quantities  of  moisture. 

If  the  program  proves  successful,  coffee  that  might  other- 

Ihternat i onal  Review  of  Agriculture  (Monthly  Bulletin  of  Agri- 
eul tur4'  on o^l  c^TanT" Soeiol ogy )  no .  6,  1936,  p.  187. 
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wise  be  destroyed  can  b?5  rae.de  useful,  and  tc  the  extent  that 
the  plastic  is  used  in  Brazil,  industrialization  and  diversi¬ 
fication  of  the  economy  can  occur.  Because  of  the  unique 
physical  properties  of  the  plastic,  it  has  been  estimated  that 
as  much  as  ninety  percent  will  be  exported  to  the  united  States 

.  i 

for  combination  with  the  higher  priced  synthetic  resins* 

f  l  (  c  « 

The  by-products  of  the  process  are  expected  nearly  to  pay 
for  the  operation*  They  include  such  items  as  coffee  oil, 
which  is  valuable  for  its  chemical  content,  is  rich  in  vitamin 
B,  and  can  be  used  as  a  cooking  oil  or  paint  mix*  The  caf¬ 
feine  obtained  would  give  Brazil  virtually  a  monopoly  of  the 
world’s  caffeine  production*  Fertilizer  and  bacterial  growth 
agents  are  also  obtained*  One  bag  of  coffee  is  said  to  pro- 

20 

duce  forty  square  feet  of  plastic  one-hnif  inch  in  thickness* 

As  yet  the  demand  for  coffee  is  the  demand  for  a  habi in¬ 
forming  beverage,  and  as  such  it  is  relatively  inelastic* 

The  use  of  coffee  as  a  flavoring  for  ice  cream,  candy,  and 
other  food  articles  is  becoming  more  and  more  important,  but 
it  is  not  significant*  The  greatest  possibility  of  an  alter¬ 
native  market  for  raw  coffee  is  the  c&f elite  process,  but  the 
importance  of  this  use  has  not  yet  been  determined* 


20.  .Tobira,  Jose,  Brazil  in  the  taking,  Naomi  Han  Company, 
Few  York,  1943,  pp.  259,  $61  j  Business  Week,  Ifarch  29,  1941, 
"Coffee  Plenties",  pp.  59-60;  “WTTlYTn~7rr“the  Pan  American 
union,  October,  1939,  "Coffee  plastics",  pp.  291^295; 

Science  Newsletter,  vay  20,  1939,  "New  Plastic  vade  from 
Coffee  will  Aid  Brazil",  p.  312;  Scientific  American.  October, 
1039,  "Coffee  Elastic",  pp.  244-24^ 
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III 

BRAZILIAN  CCCTEE  POLICY 

Early  Valorization  Policies*  1885-1896  was  a  period  of 
golden  prosperity  for  the  fazendieros,  with  several  factors 
contributing  to  the  fabulous  profits  made  during  these  years* 
The  value  of  the  mil rets  was  declining  in  the  world  exchange 
markets  while  coffee  prices*  in  terms  of  gold,  remained  the 
same*  Thus,  for  a  given  quantity  of  coffee,  the  producer  re¬ 
ceived  an  ever  increasing  number  of  milreis.^  During  this 
period,  the  increasing  world  demand  for  coffee  was  responsible 
for  the  relative  stability  of  prices  in  the  face  of  an  ever- 
increasing  supply*  Brazil  was  a  comparatively  young  country 
at  the  time,  both  physically  and  politically,  and  land  was 
cheap*  Large  areas  of  virgin  land  were  available  for  the  ex¬ 
pansion  of  productive  facilities*  Lastly,  Brazilian  labor 
supply  was  being  constantly  increased  by  immigration,  so  that 

higher  costs  due  to  a  shortage  of  labor  were  not  met  by  ex- 

22 

panding  production*  Tt  is  not  surprising,  in  view  of  these 
favorable  conditions,  that  production  increased  tremendously* 

A  cursory  examination  of  the  world  production  record  indi¬ 
cates  that  the  situation  became  much  less  favorable  about  1900* 
The  value  of  the  milreis,  no  longer  declining  in  value,  began 

21*  Wallace,  Benjamin  Bruce,  and  Edminster,  Lynn  Ramsoy, 
International  Control  of  Raw  Materials*  The  Brookings  Insti¬ 
tute,  Washington,  19$0,  p7  lSlTI 

22.  Hutchinson,  Lincoln,  "Coffee  Valorization  in  Brazil  % 
Quarterly  Journal  of  Economics,  I&y,  1909,  p.  528. 
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to  'become  increasingly  expansive,  reversing  the  advantage  that 
Brazilian  producers  had  enjoyed.  u  in  addition,  the  results 
of  unparalleled  prosperity— .increased  production— /began  to 
manifest  themselves  during  this  period.  Table  TV  indicates 

.  j 

clearly  an  increased  production  of  over  one  hundred  percent 
in  ten  years,  a  great  deal  of  which  was  because  of  increased 
Brazilian  production* 


TABLE  IT 


wnwin  momcriw  of  coffee,  1896  -  1907 

(in  thousands  of  60  Kg*  bags) 


Tear 


production 


1896 

1897 

1900- 1 $01 

1901- 1902 
1906-1907 


10,500 

14,000 

15,070 

19,790 

25, 786 


Source}  ?reC reery  and  Bynum,  M?he  coffee  industry  in  Brazil*, 

op*  eit*,  p.  76. 

During  this  dec ede  there  was  little  change  in  world  consump- 

24 

tion  of  coffee?  it  remained  about  12,000,000  bags  annually. 

These  factors,  combined  with  geographical  concentration 
and  an  inelastic  demand,  were  condusive  to  attempted  price 

manipulation*  in  f*et,  out  of  these  conditions  came  the  first 

25 

"defense  of  coffee*  or  "valorization**  schemes. 


,  * 

23*  Wallace  and  Kdrainster,  op.  cit. 

24.  lames,  C£.  cit*,  pp*  152-1517“ 

25.  The  term*” "valorization”  was  introduced  to  the  English 
speaking  countries  about  1906  from  the  Brazilian  "valorizac&o" 
applying?  to  measures  regulating  the  marketing  of  coffee. 

Freyre,  Cilberto,  irszllj  An  Interpretation,  Alfred  A*  Knopf, 
wew  work,  1945,  p.  10&V  l7”  has  been  defined  f 3  the  mainten¬ 

ance  of  an  artificial  price  for  any  product  by  governmental 
action*  Boach,  Alfred,  "Brazil’s  Experience  with  Coffee  Valor¬ 
ization*,  Trade  Winds,  The  union  Trust  Company  (Cleveland). 
lUly,  1930,  p.  8. 
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The  first  action  that  was  taken  was  by  the  state  of  Sao 
T’aulo  in  1902  when  it  prohibited  any  new  plantings  for  a  five 
year  period.  This  law,  however,  could  have  no  effect  on  pro¬ 
duction  for  four  to  five  years,  and  was,  as  a  natter  of  fact, 

n<? 

never  seriously  enforced.  The  weakness  in  policy  of  not 
substantially  restricting  productive  facilities  wrs  to  limit 
the  success  of  Brasilian  valorisation  policy  throughout  its 
history* 

The  first  serious  attempt  at  restricting  the  amounts  of 
marketed  coffee  came  in  1906  with  the  signing  of  a  coffee  agree- 
ment  at  Tnubats  betwen  the  three  leading  coffee  states  of 
Brazil:  Sao  Paulo,  Bio  de  Janeiro,  and  Minas  C-eraes.  The  last 
two  states,  however,  withdrew  fro®  the  program,  and  Sao  Paulo 

■  *  f 

27 

carried  on  alone. 

The  first  valorization  scheme  consisted  of  the  purchase 

of  coffee  by  the  state  and  withholding  that  coffee  from  the 

market*  Money  for  this  project  was  obtained  in  loans  from  the 

28 

national  government  and  from  foreign  sources*  By  December, 
1907,  8,146,123  bags  had  been  purchased  and  were  being  held  in 
governmental  warehouses*  The  expected  "short"  crops  did  not 
develop,  however,  and  the  program  was  increased  the  next  year 

26.  Wallace  and  Tdmtnster,  op.  cit. .  p.  126.  James, 
op.  cit*  m 

£7.  McCreary  and  Bynum,  op.  cit. ,  p.  77.  Hamblock,  Brnest, 
Bis  '*rajesty.  The  president  of  Brazil.  E*  P.  Dutton  on d  Co*. 

Tnc.-Te^^rkTT^^';'’’?: '  VteZ - 

28.  Outside  the  scope  of  this  paper  is  the  story  of  the 
coffee  trust  prosecution  in  the  united  States  as  the  result  of 
American  assistance  in  the  financing  of  this  project.  See: 
Bkers,  William  H. ,  All  About  Coffee,  The  Tea  and  Coffee  Trade 
Journal  Co.,  Mew  York,  l9§2,  p.  SSfe* 
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with  the  purchase  of  nearly  three  mi lllon  additional  b&ge. 
production  in  1911-1912  was  small,  and  eventually  all  the 

30 

govemmentally  held  coffee  was  sold  at  considerable  profit. 

Ostensibly,  this  scheme  was  designed  to  regularise  the 

marketing  of  a  crop  subject  to  sharp  pear-to-year  flue tuatl one, 

to  Iron  out  correspondingly  wide  price  fluctuations,  and  to 

31 

a  eertain  extent  to  raise  prices,1  Profit-making  on  the  part 
of  the  government  was  not  a  primary  end,  but  the  fact  that 
mature  cooperated  so  well  and  a  profit  wa©  forthcoming  un¬ 
doubtedly  eneoumged  repetition  of  the  project  in  later  years. 
The  government  purchased  the  poorer  grades  of  coffee  which  im¬ 
proved  the  quality  of  coffees  marketed  in  years  with  abundant 
32 

crops. 

During  World  War  I,  similar  marketing  difficulties  ob* 

33 

iained  because  the  Bur-opean  markets  were  lost  to  the  trade, 

'hice  again,  a  valorization  scheme  was  effected.  This  venture 
was  financed  by  foreign  loans,  again,  and  by  the  issuance  of 
paper  money,  Frosts  in  the  crop  year  1917-1918,  fortunately 

for  the  government,  drastically  reduced  the  crop,  and  some 

34 

five  million  bags  were  liquidated  at  a  profit. 


29.  FcCreery  and  Bynum,  op.  clt..  tj.  S*  Tariff  Commission, 

Economic  Controls  and  Commercial  Pol i cy  in  Brazil,  p.  21. 

5o7  TVie  'index.  The  frew  Voi^fe  frust  ’c cap ony,  «The  Brasilian 
Coffee  Tal orization  Plan*,  August,  1928,  pp.  8-11. 

31*  feeler,  op.  cit. 

32.  Hutchinson,  og.  clt. 

33.  France  and  Germany  are  the  second  largest  consumers  of 
coffee.  Department  of  Press  and  Propaganda,  Facts  and  Inform¬ 
ation  about  Brazil.  Rio  de  Janeiro,  1942,  p.  57. 

34.  WT  S.  Tari f f  Commission,  og.  clt. ,  FeCreery  and  Bynura, 
op.  cit. 
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The  *Juropean  trade  did  not  revive  as  quickly  as  antici¬ 
pated  after  the  and  1921  found  a  coffee  "surplus"  on  hand. 

The  third  valorisation  plan  was  then  put  into  effect  with  the 
aid  of  foreign  hankers  and  the  national  government.  Approxi¬ 
mately  four  and  one-half  million  hags  were  withheld  from  the 
market— to  he  profitably  sold  because  of  small  crops  in  1921- 
1923* 35 

t 

Permanent  Brazilian  Coffee  Valor! set ion.  To  1922,  valor¬ 
ization  schemes  were  inaugurated  largely  on  the  initiative  of 
the  state  of  B&o  Paulo  and  only  to  alleviate  specific  emergency 
conditions*  *n  1922,  however,  the  national  government  esta¬ 
blished  the  Instituto  de  pefasa  permanete  do  Cafe  which  was  to 
administer  a  permanent  nation-wide  policy.  National  support 
was  withdrawn  shortly  after  the  program  was  inaugurated,  and 
Sso  Paulo  adopted  the  essential  features  of  it  in  1924.  The 
program  was  three- fold  in  scope:  (1)  Credit  was  extended  to 
producers  at  low  interest  rates  with  coffee,  held  in  govern¬ 
mental  warehouses,  as  collateral.  (2)  Coffee  was  purchased 
and  withheld  from  the  market.  (3)  An  attempt  was  to  made 

'  l.*  •  •  •  :  *  v  '  * 

to  increase  the  demand  for  coffee  through  the  use  of  wide¬ 
spread  advertising  in  the  market  areas.  Financing  was  ac¬ 
complished  by  foreign  loans  and  a  transportation  tax  of  one 
milreis  (£0*55)  per  bag  of  coffee  entering  the  port  city  of 
Santos* 

35*  Ibid. ,  bnth  references* 

36*  TTcCreery  and  Bynum,  o|>.  cit,,  pp.  77-78* 
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In  1927  a~ d  1928,  seven  other  coffee  producing  states 
agreed  to  cooperate  with  Sao  Paulo  on  a  sort  of  production 
quota  basis.  Control  was  maintained  hy  the  restriction  of 
coffee  entering  the  ports,  and  the  liberal  credit  policy  was 
extended. ^ 

Relatively  high  prices  had  been  induced  for  several  years, 
but  only  at  the  expense  of  large  mrchnses  on  the  part  of  the 
government.  In  1929,  it  was  estimated  that  there  was  a  five- 
year  accumulated  surplus  of  22,586,000  bags  of  which  21,209,750 
were  held  in  interior  warehouses  of  Sao  Paulo.'  The  crop  in 
1999  was  large,  the  second  large  crop  in  two  years,  and  prices 
fell.  Crops  continued  to  be  large,  and  in  1930  a  national 
banking  crisis  was  narrowly  averted  by  a  ten-year  loan  of  twen¬ 
ty  million  pounds  sterling,  secured  by  sixteen  million  bags  of 
coffee  and  agreement  that  the  government  would  acquire  no  more 
coffee  during  the  life  of  the  loan.*^ 

General  world  economic  condition,  large  crops,  and  the 

terns  or  the  loan  caused  the  pride  of  Rio  #7  from  an  average 

of  £0.157  per  pound  in  1929  to  $0,062  per  pound  in  1931.  James 

cites  the  price  change  as  from  $0,248  in  Karcht  1929  to  $0,076 

40 

in  October,  1931,  but  does  not  designate  the  grade.  Undoubt¬ 
edly,  this  condition  had  much  to  do  with  the  political  revolu- 

37.  Ibid.,  pp.  81-84,  88. 

38.  Cameron,  C.  R. ,  "The  Second  rnternat tonal  Coffee  Con¬ 
ference”,  bulletin  of  the  "^an  American  TTnion,  September,  1931, 
p .  903 . 

39.  TT.  S.  Tariff  Commission,  op.  ci  t. ,  p.  °2. 

40.  Ibid. ,  pp.  22-23,  Tames,  op.  cti. 
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tion  in  Brasil  in  the  Pall  of  1930,  especially  when  it  is  noted 
that  coffee  constituted  seventy-five  percent  of  the  export 
trade  in  1929* 41 

Because  of  the  change  in  the  political  control  and  the 
emergency  situation,  the  national  government  reassured  control 
of  coffee  policy  in  1930,  The  Fat i one 1  qpSfco  Council  was 
organised  in  1931  for  the  purchase  of  coffee  stocks  and  for 

the  initiation  o**  the  world  famous  coffee  destruction  program* 

¥ 

Approximately  twenty-nine  percent  of  the  Grop  was  destroyed 
that  ySfer  (seventy-one  percent  was  to  he  destroyed  In  19371), 

A  pa rt  of  this  wat*  collected  hy  &  very  unpopular  and  short¬ 
lived  twenty  percent  tax  in  kind.  A  prohibitive  tax  on  now 
plantings  was  also  iraposed,4<?  This  organization  collaborated 
with  the  Farm  Board  in  the  halted  States  in  the  trade  of 
1* 050, 000  bags  of  coffee  for  25,000,000  bushels  of  wheat  in 
1931, 43 

In  February,  1933,  the  National  Coffee  Department  (De- 
partarento  Nacional  do  C  fe)  was  formed  a3  a  permanent  organ¬ 
ization  to  replace  the  National  Coffee  Council.  in  that  same 
year,  thirty  percent  quotas  were  allocated  for  >ort  entries, 
a  like  amount  was  held  in  the  interior,  and  forty  percent  was 

41,  *%nn,  Laurence  B.,  "Over-production  of  Raw  Materials", 
In  format1’  on  "ervice*  Foreign  Policy  Association,  Volurme  VI, 
p*  4i5fc,  Literary  Digest,  November  i,  1930,  "Coffee  and  Poli¬ 
tics  Disrupt'  ^ tp z il %  P*  9,  Department  of  Press  and  propo- 
gnnda,  op*  cit.,  t>.  56, 

42*  If*  3.  Tariff  Commission,  op.  cit* 

43,  Literary  Digest*  November  o,  i"§3l. 

Coffee  Swap",  p,  49. 
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EMERGENCY  ROOM:  Open  24  hours,  7  days  a  week  for  care  of  injuries  and  acute 

illness  during  the  Fall  and  Spring  Semesters  except  during 
vacation  periods.  Summer  hours  may  vary. 

ELIGIBILITY 

All  students  who  have  paid  the  health  fee  are  eligible  to  use  the  University  Health  Service.  In 
other  than  urgent  situations,  eligible  students  are  required  to  show  a  valid  student  activity  card 
in  order  to  be  seen. 

SERVICES  NOT  AVAILABLE 

Dental  services  Major  surgery 

Eye  checkups  for  glasses  or  contacts  Medication,  laboratory  tests  or  x-rays, 

Allergy  testing  ordered  by  non-NIU  physicians 

PHARMACEUTICALS 

The  Health  Service  dispenses  drugs  prescribed  by  health  service  physicians  only.  Dental  pre¬ 
scriptions  may  also  be  filled  here.  A  nominal  fee  is  charged  for  each  prescription. 
CONFIDENTIALITY 

All  medical  records  are  maintained  in  confidence.  Permission  to  release  medical  information 
must  be  obtained  from  the  student  signing  a  special  “Release  of  Information”  form.  Adherence 
to  this  policy  is  strictly  followed. 

EXCUSES 

Health  Service  Staff  does  not  give  written  excuses  for  absences  due  to  illnesses  treated  at  this 
facility.  Information  concerning  a  student  is  released  only  after  a  student  signs  a  Release  of 
Information  form. 
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designated  as  a  "sacrifice*  quota#**  The  policy  of  coffee 

destruction  was  continued#  and  by  the  end  of  1943#  78, 078# 809 

ba*rs  (approximately  10*4  billion  pounds)  of  coffee  had  been 
45 

burned*  A  part  of  the  policy  ©f  this  organization  was  the 

t 

first  real  attempt  to  increase  the  consumption  of  coffee  by 
(1)  an  advertising  campaign  in  the  United  States,  and  (2)  at- 
tempting  to  negotiate  international  trade  agreements  whereby 
tariffs  and  internal  taxeSy  imposed  by  Importing  countries# 
would  be  reduced. ^ 

3 

It  must  be  noted  that  Brazil  acted  alone  in  marketing 
restriction  schemes.  The  effect  of  these  policies  upon  com¬ 
peting  producers  is  important*  First  of  all#  most  of  the 
coffees  produced  outside  Brazil  are  "milda",  hawing  somewhat 
different  physical  characteristics  and  generally  commanding 
a  higher  price*  For  consumption  purposes,  specified  percent¬ 
ages  of  these  milds  are  mixed  with  the  cheaper  Brazilian  cof¬ 
fees  to  produce  the  commercial  "blends"*  The  effect  of  Bra¬ 
zilian  policy  on  the  market  was  twofold*  (1)  All  coffee  prices 
were  raised  to  a  point  above  what  they  would  have  been  if  all 
the  coffee  produced  had  been  marketed.  This,  of  course#  was 

In  reality  a  subsidy  of  foreign  production  by  the  Brazilian 
47 

government*  (2)  The  normal  price  differentials  between 

44*  U*  S*  Tariff  Corracission#  0£.  cit. ,  p*  23. 

45*  Guedes,  Jayne  F*#  Brazil  Coffee  in  1943,  Departamento 
traelonal  do  Cofe,  Rio  de  Janeiro#  I$44,  p*  6SI 

46*  7ynsky,**yron#  "Agricultural  Price-Supporting  Treasures 
in  Latin  America"#  Bulletin  of  the  Pan  American  union,  July, 
1933#  p*  569* 

47*  TT.  S*  Tariff  Commission#  op*  cit* 
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"Brazils"  and  "railds"  were  reduced,  and  as  "milds"  are  con- 

.  >  •  . 

.  '  f  ’  ^  -4,  .t'  •**»  •*  '■  ,v  •  * 

sidered  more  desirable,  a  larger  proportion  of  them  were  pur- 
chased  than  otherwise  would  hare  been*  The  rate  of  substi- 
tutibiltty  was  established  at  certain  price  differentials, 
and  as  that  differential  was  reduced,  a  larger  proportion  of 
the  more  desirable  product  was  substituted  for  the  other*  In 
short,  Brasilian  policy  not  only  subsidized  the  production  of 
foreign  coffee  but  encouraged  the  substitution  of  these  cof¬ 
fees  for  domestically  produced  coffees* 

Abandonment  of  Valorization*  Both  an  absolute  and  re¬ 
lative  loss  in  the  market  and  the  failure  to  obtain  any  indi- 
cation  that  International  coopers t ton  would  be  forthcoming 
caused  Brazil  to  abandon  partially  valorization  policies  in 
1937*  Sacrifice  and  retained  quotas  were  maintained,  but 
the  primary  policy  of  the  national  Coffee  Department  became 

one  of  long-run  protection  of  the  position  of  the  industry 

48 

and  not  one  of  price  supporting  and  stabilizing* 

Export  taxes  were  reduced  from  $3*05  per  bag  to  $0*80, 

i ,  ,  ■  .  ■  j-  #  . 

\ 

and  Sao  Paulo  reduced  its  transportation  tax  from  £0*42  per 
bag  to  $0*24*  Further,  a  previously  imposed  arbitrary  ex¬ 
change  restriction  was  removed,  saving  purchasers  $0*016 
.  49 

per  pound* 

The  effects  of  the  return  to  this  comparatively  competi¬ 
tive  situation  were  several*  Table  V  indicates  clearly  the 

48*  Ibid*,  pp*  23—24*  Ve©lsr,  o^*  cit*,  p*  625* 

49.  ^eeler,  op*  cit, ,  p.  624*  Tea,  and  Coffee  Trade 
Journal,  "Brazil  ^Sds  31-Year  Coffee  defense  Policy",  December, 
VSVTTv.  333. 


consider-  ble  increase,  absolutely  and  relatively,  in  brazil’s 

portion  o^  the  co^ee  market.  Prices  dropped  considerably,  and 

in  1938,  290,034,304  pounds  more  were  imported  into  the  United 

States  than  in  1937}  Brazil’s  net  gain  for  that  year  was 

50 

324,147,605  pounds.  Competing  countries  were  seriously  af¬ 
fected  by  this  "coffee  w  r"  and  were  much  more  v/illiug  to  con¬ 
sider  cooperative  marketing  than  they  had  been  as  recepients 
of  the  benefits  of  valorization  without  having  to  contribute 
to  its  maintenance.  Although  it  was  not  anticipated  at  the 
ti^e,  the  position  o"  Brazil  was  greatly  enhanced  under  the 
Inter-American  Co^Uee  Agreement  by  the  abandonment  of  the  val¬ 
orization  policy.^* 


50.  Bynum,  ?7ary  L**  Coffee,  Cocao  Bean,  and  Tea.  -  TT.  S. 

Foreign  Trade  in  1938,  Bureau  of  Foreign  and  Domestic  Commerce, 
19*9,  p.-e; - 

51.  Guedes,  Javme  V, ,  Brazil  Coffee  in  1940,  Departamento 
Wacional  co  Cafe,  Rio  de  Janeiro,  1941,  pp.  27-28.  Dr.  Guedes, 
president  of  the  D»  B.  C.,  points  out  that  trade  in  1938 
proved  Brazil’s  true  share  of  the  competitive  market  and  that 
consequently  Brazil  was  allowed  some  5,000,000  bags  more  under 
the  quota  than  would  have  been  allotted  had  not  Brazil  aban¬ 
doned  valorization  and  consequently  Increased  her  trade.  Re 
also  points  out  that  the  two  years  of  competition  created  a 
"favorable  atmosphere. .. .for  a  long  and  profitable  discussion 
of  the  economic  problems  of  coffee  which  other  Let in  American 
countries  were  already  facing".  Without  such  an  atmosphere, 
collective  act { on  would  h-  ve  been  impossible.  Brazil  Coff ee 
in  1942.  Departamento  yac tonal  do  Cafe,  Rio  de  Janeiro^  1943, 

p7  vrr 
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TABUS  V 

r^RTS  oy  GJVSSfT  OR  RAW  CCFFEK 
yROtf  SB7 TZCTED  FORRIOW  COTOTRDSS 

( in  pounds ) 


Country  of 

origin  1936  1937 


1933 


1939 


Brazil  -  1,035,266,275  867,105,178 

Columbia  345,219,701 '428,627,  3 

Costa  Rica  7, 839, 248^2, 797, 736 

Cuba  1,627,693 

Dominican  Rep. 6,  699,  479 
Ecuador  9, 324, 285 

m  Salvador  57, 726, 263 
Guatemala 


Taiti 

H©"  iuras 
Mexico 
Nicaragua 
Peru  * 
Venezuela 


55,208,379 

4,373,194 

58,784,514 

7,521,722 

60,645,699 


9,632,498 

6,513,040 

13,047,000 

94,422,421 

55,947,757 

11,848,57-* 

2,021,571 

41,097,633 

13,494,890 

11,305 

34,973,754 


1,200,752,733 

452,389,916 

13,732,672 

7,537,^77 

6,060,771 

9,033,372 

71,265,767 

59,910,314 

18,113,212 

1,133,282 

49,945,370 

15,568,486 

512,175 

23,950,695 


1,230,674,070 

422,045,083 

10,573,698 

12,824,198 

9,912,024 

20,957,770 

79,153,947 

56,367,962 

23,102,466 

819,436 

53,191,355 

27,781,309 

362,087 

20,170,265 


Totals 


1,699,126,150  1,993,772,465  1,972,885,670 


■*  Fot  available  for  1936 

i 

Sources j  Bynum,  ’*fry  L*  Coffee,  cocao  Bean,  and  Tea  -  TT.  s. 

•^oreigTi  Trv.de  in  p.  ')9  Co^ee,  .Cocao  lean,  and 

*  TT*  Foreign  trade  in  1939,  p.  3,  jureau  of1 
Foreign  and  ioiaesxic  Commerce,  1939,  1940,  (adapted) 

Evaluation  of  Valorization.  There  can  be  little  doubt 


but  what  valorization  schemes  were  partially  successful,  parti¬ 


cularly  in  short-run  circumstances.  Kingston  points  out  that 

because  of  the  inelastic  demand  for  the  product,  it  was  to  ths 

advantage  of  the  producer  to  restrict  production  in  order  to 

secure  greater  gross  revenue  ( recette  globale)  in  s>ite  of  a 

reduced  volume.1  There  is  a  definite  correlation  between  the 

53 

destruction  of  coffee  and  price  movements  which  becomes  even 


cit. 

53.  8Tclarew,  Arthur,  "Coffee  Destruction  and  trices". 
Tea  and  Coffee  Trade  .Tournal ,  April,  1937,  p.  207. 
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acre  pronounced  when  one  speculates  as  to  what  price®  would 
here  been  without  valorisation.  In  short,  the  assumption  is 
probably  valid  that  the  program  supported  prices  more  than  It 
raised  them. 

There  la  little  doubt,  further,  but  that  considerable 
stability  was  added  to  the  market,  particularly  in  the  early 

schemes  that  provided  for  holding  coffee  until  years  when  the 

54 

supply  was  short.  In  a  narrow  sense,  short- run  stability 
was  added  to  the  economy  of  Brazil,  The  importance  of  coffee 
In  the  Brazilian  economy  may  be  some  justification  of  the 
policy. 

It  has  been  said  that  the  valorization  policies  improved 
the  qualities  of  coffees,55  To  some  extent,  this  is  true  be¬ 
cause  destroyed  coffees  were  of  the  poorest  qualities.  Thus, 
the  average  quality  of  marketed  coffees  was  raised,  but  one 
would  hardly  advocate  raising  the  grades  of  college  students 
by  eliminating  all  those  who  could  not  attain  at  least  a  WB* 
average, 

r*Uch  more  can  be  said  in  condemnation  of  the  policy  than 
in  its  favor.  Cne  of  the  greatest  weaknesses  was  the  tendency 
to  encourage  production  both  In  Brazil  and  abroad.  No  success¬ 
ful  plan  was  devised  to  limit  productive  facilities  even  within 
the  country.  There  were  an  estimated  2,040,550,000  trees  in 
Brazil  and  1,168,405,000  In  the  rest  of  the  world  in  1926,  By 

54,  The  Index,  op,  clt, 

55,  Cherraont,  T.  S,,  *A  Decade  of  Coffee  Control1*,  The 
Spice  ,fill,  August,  1^43,  p,  10, 


•  •  » 


1933,  Brazil  had  3,075,695,000  trees,  and  other  areas, 

56 

1 , 933, 645,000*  Abnormally  high  prices  plus  a  practical 

$  * 

guarantee  of  governmental  purchases  in  brazil  '"ere  largely 
responsible  ^or  this  increase*  In  addition,  the  credit  ex- 

:  ,  ,  •  --  -'iafr  '  .  ... 

tended  fr om  1925  to  1930  was  sufficiently  great  that  it  allowed 

producers  the  use  of  that  credit  to  expand  their  productive 

57 

facilities,  ultimately  contribut ing  to  the  crisis  in  1930* 
further  it  w  s  discovered  that  mere  area  limitation  v/as  not  a 

»;h*  '  •  *  '*  *  >  .  j  v 

limitation  of  production  as  intensive  cultivation  v/as  substi- 

5B 

tuted  for  further  extensive  cultivation. 

The  attempt  was  mad©  to  maintain  prices  so  as  to  insure 

59 

profits  for  inefficient  high  cost  producers.  This  resulted 

*  .>  ’ 

not  only  in  a  consumer  subsidy  to  inefficient  production,  but 
it  artificially  diverted  productive  capacity  into  lens  effi¬ 
cient  production  than  it  presumably  would  have  been  employed 

flf) 

in  elsewhere*  Apparently,  then,  the  tendency  was  to  check 
agricultural  diversification  rather  than  to  encourage  it* 

One  of  the  ost  serious  consequences  of  valorization  was 
the  effect  that  it  had  upon  production  in  other  countries  and 
thus  upon  consumption  habits*  The  reasoning  of  this  point  lias 
been  discuss ed, J  but  Table  VI  indicates  clearly  how  the  policy 


56*  de  Bu^anda,  o|>.  cit* ,  p  188* 
o  ^  *  H  o v/  8 ,  op  *  cit*,  p*  48* 

58*  Jacob,  op*  cit»,  p*  256. 

59.  Rowe,  op.‘  cit.,  p*  43. 

69.  9toley7^~op.  cit* ,  p*  35.  Wallace  and  bdminoter,  op. 
cit. ,  p*  133,  'PoF’s  discussion  of  the  evils  of  raono culture  In 
Brazil,  see  Bar is,  Horace  B* ,  "Brazil^  Political  and  Economic 
Problems  %  Boroign  Policy  Reports,  ?'ay  13,  193  5,  p.  3. 

61*  Supra .  p*  SI* 
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damaged  the  coffee  position  of  Brazil.  Consumer  preferences 

way  have  shifted  permanently  tc  these  "milds*,  and  so  Brazil 

62 

may  not  be  able  to  recoup  this  lost  share  of  the  market. 


TA3L.2  71 


SHAR‘D 


TTT3  RELATIVE 

rf  the  wo-  xb  copies  barest 


0^  BRAZIL 
DT  SELECT 


D  YEARS 


Years 


percent  of 
World  ?rarket 


1910-1914  ~  70 

1920-1924  60 

1929  58 

1937  47 

1938  56 


Sources  TT.  S.  Tariff  Commission,  yorelgn  Trade  of  Latin 

America,  op,  cit*,  p.  86* 

The  administration  of  such  valorization  schemes  is  an 
intricate  task  at  best.  The  nature  of  the  process  creates  a 
distinct  possibility  for  corruption  and  graft.  Such  charges 
are  very  difficult  to  prove,  but  several  writers  have  suggest¬ 
ed  such  possibilities  in  the  Brazilian  admini strati on. 

Staley  points  out  that  experience  indicates  that  control 
authorities  make  "vast  mistakes3  and  questions  whether  free 
competition  would  not  be  more  productive  of  a  sound  economy 
in  the  long-run.  Control  schemes  never  seem  to  maintain  their 
limited  objectives  of  ironing  out  short-run  price  fluctuation 
because  if  the  administering  group  controls  sufficient  amounts 


62.  TJ.  S*  Tariff  Commission,  op.  cit.,  p.  23. 

63*  Th*  Economist,  oj>.  cit. ,  cites  &ove.  Hambloch,  op. 
Cit.,  pp.  179-190.  7  r*  Hsmbioch  also  suggests  that  Losepn 

was  the  only  one  ever  to  make  valorization  work— and  he  by 
prophetic  influence.  Steffler,  3*  C.  W. ,  “The  Defense  of  Cof¬ 
fee3,  Commerce  and  Plnance*  August  25,  1926,  p.  1669.  Yeeler, 
op.  cit.,  p*  §1?6 . 
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of  the  product  to  influence  prices,  it  also  has  sufficient 
pot/er  to  Becure  short  period  monopoly  profits.  It  ia  very 
difficult  for  a  political  hody  in  a  democratic  or  serai-demo¬ 
crat'  e  country  to  keep  prices  down  when  it  has  the  power  to 

64 

ra 'Se  them-, 

Relationships,  particularly  in  the  1920*8,  between  con¬ 
trol  agencies  and  the  importers  of  coffee  were  not  good.  The 
chief  difficulty  was  the  apparent  inability  of  the  authority 
to  anticipate  the  proper  amounts  and  grades  of  coffee  and  to 
ha re  them  available  for  purchase  in  the  ports.  The  admini¬ 
stration  of  the  policies  met  with  severe  criticism  both  from 

CR 

consumers  and  producers* 

Stimulation  of  demand  was  generally  neglected,  particu¬ 
larly  during  the  early  stages  of  coffee  defense.  Subsequent 

experience  showed  that  manipulation  of  the  demand  by  extensive 

66 

advertising  could  be  made  effective. 

It  is  obvious  that  the  policies  as  they  were  enforced  not 
only  prolonged  maladjustment  in  the  industry  but  actually 
tended  to  Increa.se  that  maladjustment.  It  seers  true  that  the 
only  alternative  to  the  initiation  of  the  destruction  policy 
In  1931  was  the  complete  disruption  of  the  Brazilian  economy 
and  the  ruination  of  many  individual  producers  all  over  the 


world. 


67 


It  may  have  been  wise,  on  the  other  hand,  to  h-  ve 


allowed  the  coffee  economy,  built  uoon  the  sands,  to  liter- 


■  ii « 


'-4.  :taley,  oj#  cit*,  pp»  83—84. 

65.  8teffler,  og.  cl t. ,  p*  670.  Wallace  end  Tdrainster, 
op.  cit.,  p.  162. 

£6.  Staley,  og.  cit.,  p.  84. 

67.  I>vi  s,  o^*  cit.,  p.  9. 
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ally  destroy  Itself  with  the  realisation  that  oyer  a  period 

f 

of  time  a  new  and  better  one  would  he  built,  Uhf ortunately, 
men  lire  and  produce  in  the  short-run,  and  practical  politics 
must  recognize  this* 

Generally,  the  conclusion  must  be  reached  that  restric¬ 
tion  is  not  a  cure  from  troubles  arising  from  excess  capacity 

•  ..  ..  .  .  ••  -  .  .  •'  t-  \  if  •.  . 

unless  the  productive  capacity,  in  the  broadest  sense  of  the 
term.  Is  virtually  stat ionary*  *  Control,  to  be  effective, 
roust  thus  be  effective  over  production  rather  than  over  mar- 

#  *  *  1  r  *  ’  -  -  I-  -  -  r  •  -  -  -  . 

feting.  High  prices  may  be  obtained  over  a  period  of  a  few 
years,  but  derooralizat ion  of  the  market  is  the  inevitable 

70 

end*  The  editor  of  the  Brazilian  publication,  0  gconomista* 
wrote  wisely  in  1922*  ‘•Instituting  permanent  protection  is 
instituting  permanent  crisis* 


68*  Howe,  op*  elt,,  p*  44* 

69.  Ibid*,  p.  SYS-213* 

70.  Vann,  op.  ctt.,  p.  452* 

71*  Cited  schurz,  W.  L*,  “Valorization  of  Brazilian 
Coffee*,  Bureau  of  Foreign  and  Domestic  Commerce,  Trade  In¬ 
formation  Bulletin  72,  1922,  p.  6.  For  other  comments  con- 
demnTngr the  practice,  see:  a  report  of  Dominick  and  Dominick 
cited  in  Literary  Direst,  February  22,  1936,  "The  Coffee  Cup 
Crisis*,  p.  6 7,  ™&nn,  op*  cit.,  p*  435,  Kingston,  op.  clt* 
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IV 

THE  EVOLTH*  0?  THE  AGREEMENT 

As  early  as  1929,  an  attempt  was  made  to  secure  inter¬ 
national  cooperation  in  the  marketing  of  coffee.  The  principle 
producing  and  consuming  countries,  except  Brazil,  met  in  Se¬ 
ville,  Spain  and  proposed  the  organization  of  an  international 
coffee  information  office.  When  the  office  was  organized  in 

1930,  only  Belgium  and  Venezuela  participated,  and  the  plan 

73 

was  soon  abandoned, 

Brazil  took  the  initiative  in  1930  in  an  attempt  to  or¬ 
ganize  the  Latin  American  coffee  producing  countries.  The 
first  of  the  conferences  was  held  in  Sao  Paulo  in  1931,  The 
delegate  from  Columbia  did  not  arrive  until  the  conference 
was  practically  over,  and  thsre  was  so  much  dissent ion  among 

Brazilian  coffee  interests  as  to  a  program  that  practically 

74 

nothing  was  accomplished. 

**  •  ;  \  •  ; 

Brazil  attempted  to  secure  an  international  agreement  re¬ 
garding  the  planting  of  coffee  at  the  abortive  London  Monetary 

and  Economic  Conference  in  1933,  but  these  proposals  came  to 
75 

naught*  Specifically,  the  proposals  were  that  producing 

countries  agree  to  reduce  production  and  supply  through  the 
%  ’  1  • 
restriction  of  new  plantings  and  gradually  by  the  reduction  of 

73.  Areoleo,  P. ,  "International  Organisation  of  the  Coffee 
Market",  International  Review  of  Agricul ture,  (Monthly  Bui-  • 
let  in  of  Agricultural  Economics  an<i  Sociology)  Ho,  9,  1938, 

p,  413* 

74.  Wickizer,  op,  clt*,  p.  166* 

75*  Wickizer,  op.  ell.  *  p.  171. 
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productive  capacity*  Consuming  countries  were  asked  (1)  to 

lift  import  restrictions,  (2)  to  tax  coffee  no  higher  than  they 

taxed  coffee  substitutes,  and  (3)  to  impose  no  caxes  over  one 

76 

hundred  percent  of  the  value  of  the  product* 


The  pan  American  Coffee  Conferences*  The  first  of  a  series 
of  Pan  American  coffee  conferences  was  held  at  Bagota,  Columbia 
in  1936*  Nine  of  the  Latin  American  countries,  producers  of 
eighty  percent  of  the  world* s  coffee  supply,  were  represented. 
Though  presumably  a  conference  of  coffee  growers  associations, 
the  conference  assumed  the  characteristics  of  an  intergovern¬ 
mental  conference  because  several  of  the  coffee  associations 

77 

were  actually  governmental  ageneies. 

The  pan  American  Coffee  Bureau  was  established  in  New  York 
to  carry  on  the  task  of  statistical  studjx  and  market  promotion 
previously  carried  on  by  the  Bepartmento  Hacional  do  Cafe* 

After  reviewing  the  need  for  collaborative  pricing,  the  confer¬ 
ence  resolved  "to  give  active  cooperation  and  put  forth  every 
effort**.*to  sustain  the  price  of  their  respective  coffees  at 

i 

a  level  related  to  the  prices  that  may  be  established  by  Brazil- 

78 

ien  coffees  which  prices  will  be  taken  as  a  base*" 


76*  Arcoleo,  op*  cit* ,  p*  415.  The  nature  of  the  demand  for 
coffee  makes  it  an  excellent  revenue  producer  when  a  tariff  is 
applied*  The  only  united  States  tariff  on  coffee  is  a  fifteen 
cent  per  pound  duty  on  coffee  imports  in  Puerto  Rico  to  protect 
the  market  there  for  domestic  production*  Tariff  Act  of  1930, 
paragraph  1654* 

77.  ?er*  Bri 3  Coffee  Trade  , Journal  *  November,  1936,  "Bagota 
Conference  Adopts  an  Ambit ious  Program  for  Pan  American  Accord", 
p*  343* 

78*  Wlckizer,  og.  cit*.  p.  169. 
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Internationally,  the  conference  petitioned  the  govern¬ 
ments  o'*  the  countries  represented  to  open  negotiations  with 
"European  powers  to  reduce  trade  harriers  end  restriction  of 
American  coffees.  Although  no  specific  countries  were  named, 
the  restrictions  mentioned  were  of  the  type  then  imposed  by 
Germany* 

These  resolutions  were  in  no  way  binding  on  the  govern¬ 
ments  of  the  countries  represented*  and,  in  feet,  little  at¬ 
tention  was  paid  to  them*  Countries,  other  than  Brazil,  were 
reluctant  to  impair  the  advantageous  position  Brazilian  prac¬ 
tice  accorded  them,  and  the  problem  of  "over- product ion”  was 

79 

primarily  Brazil’s.  Widespread  advertising  was  recognized 
as  desirable,  but  no  program  was  adopted  because  of  the  adraini 

art 

strative  difficulty  of  financing  it*  One  of  the  most  valu¬ 
able  resolutions  was  the  resolve  to  meet  annually  as  this 
paved  the  way  for  later  accomplishments* 

The  Second  ran  American  Coffee  Conference  (Havana,  1937) 
was  characterized  by  the  vociferous  disappointment  of  the 
Brazilian  delegation  in  the  other  countries  not  abiding  by  the 
resolutions  of  the  preceding  year.  They  made  it  clear  that 
the  policy  of  valorisation  would  come  to  an  end  if  intemation 
al  cooperation  was  not  secured,  and  only  Columbia  refused 

79.  Ibid*,  p*  171* 

BO*  ^ea  nnd  Coffee  Trade  Journal,  op.  cit*.  p.  362* 

81.  Md 7TV."  "5W; - - 


to  acquiesce. 
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82 

The  conference  provided  for  the  expansion  of  the  acti¬ 
vities  of  the  pan  American  Coffee  Board  by  providing  that  an 
export  tax  of  $0*05  per  hag  exported  to  the  United  States  he 
levied  for  contribution  to  a  central  advertising  fund*  This 
was  expected  to  amount  to  more  than  $700,000  annually,  eighty 
percent  of  which  was  to  he  spent  in  the  United  States*  The 
principle  of  individual  export  quotas  was  accepted,  hut  no 
practical  application  could  he  reached,  and  the  application 

was  left  until  a  world  coffee  conference  (proposed  for  1938 

33 

hut  never  held)  could  he  called*  It  was  agreed,  however, 
to  limit  exports  to  those  qualities  above  a  certain  grade, 
rMch  was  in  effect  a  quantitative  limitation  of  marketable 
coffee.84 

The  Third  Pan  American  Coffee  Conference  (New  York,  1940) 
met  under  radically  different  circumstances*  A  substantial 
portion  of  the  normal  market  was  cut  off  by  the  war— 10,000,000 

t  *  J  .  .  ,  4^  '  « 

b*gs  per  year  or  approximately  forty-five  percent.  All  pro¬ 
ducing  countries  were  faced  with  the  problem  of  (l)  a  dis¬ 
astrous  competitive  struggle  which  none  of  them  could  win, 
or  (2)  cooperative  action. 

82.  Tea  and  Coffee  Trade  Journal,  September,  1937, 

"Havana  Conference  Sets  Stage  for  Early  Pan  American  Accord", 
p.  184.  Columbia,  the  second  largest  producer  of  coffee,  did 
not  cooperate.  Brasil  considered  this  essential,  and  it  will 
he  recalled  that  Brasil  returned  to  a  "competitive"  system 
some  two  months  later. 

83.  Wickizer,  op*  cit. ,  p.  171. 

84.  Tea  and  Coffee  Trade  Journal,  op*  cit.,  p.  154. 
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The  latter  course  was  agreed  upon,  hut  It  was  felt  that 
the  assured  cooperation  of  the  United  States,  the  only  ap¬ 
preciable  market  still  available,  was  essential*  Secretary 
of  State  Hull  replied  as  follows  to  the  query  of  the  president 
of  the  coffee  conference  regarding  the  attitude  of  the  United 
States  and  the  proposed  coffee  agreement* 

•♦•♦♦this  government  would  he  willing  to  cooperate  with 
the  Third  Pan  American  Coffee  Conference  in  taking  the  neces- 
sary  steps, *..♦,  to  implement  a  plan  of  control  over  the  pro¬ 
duction  and  marketing  of  coffee. 

•♦.♦♦this  willingness  to  cooperate  is  dependent  upon  the 
ability  of  the  united  states  government  to  approve  the  nature 
and  details  of  the  coffee  control  program  which  would  he  de- 
vised....  the  government  would  desire  to  he  officially  repre¬ 
sented  in  the  negotiations  of  any  control  program  for  coffee, 
and  also  to  he  represented  on  any  body  which  w  uld  he  esta¬ 
blished  to  administer  the  plan  so  set  up.  I  should  also  point 
out  that  the  Uhited  States  government  has  always  taken  the 
position,....,  that  an  essential  provision  of  any  such  agree¬ 
ment  is  a  recognition  of  the  need  for  protection  of  the  legi¬ 
timate  interests  of  consumers  as  well  as  of  producers,  and  it 
would  expect  that  any  coffee  agreement  would  contain  such 

Oft 

provisions.. 

<Much  of  the  preparatory  work  for  international  agreement 
was  done  in  these  extra-governmental  Pan  American  coffee  con¬ 
ferences,  hut  because  of  the  nature  of  the  conferences,  final 

S5.  leniels,  op.  cit.,  p.  711. 
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> 

■ 

drafting  was  done  by  another  group. 

* 

Turid ‘ci^T  DacTtPTonpd  of  the  Agreement.  The  actual  or-  . 
ganization  from  which  the  Inter- American  Coffee  Agreement  fin¬ 
ally  emerged  as  a  multilateral  treaty  dates  to  the  Inter-Ameri¬ 
can  Conference  for  the  Maintenance  of  Pence  at  Buenos  Aires  in 
1936.  This  conference  ere?  ted  a  consultative  procedure  for 

<  o 

intergovernmental  council  in  times  of  em  rgency.  This  pro¬ 
cedure  was  further  enhanced  at  the  regular  Pan  American  con¬ 
ference  at  Limn  in  1938.  The  plan  wpb  for  the  foreign  minis¬ 
ters  to  meet  whenever  it  was  felt  that  the  peace  and  security 

.  86 
of  the  Western  hemisphere  were  endangered. 

The  first  of  these  meetings  was  held  in  Panama  from  Sept¬ 
ember  °3  to  October  3,  1939.  The  most  important  measure,  from 
the  standpoint  of  this  study,  was  the  establishment  of  the 
Inter-American  Financial  and  Economic  Advisory  Comni ttee. ^ 

This  committee  was  charged  with  the  task  of  considering  var¬ 
ious  problems  o^  an  economic  and  financial  nature,  studying 
the  most  practical  means  obtaining  economic  stability,  and 
the  making  of  recomreendat ' on  to  the  member  governments.  It 

was  also  to  consider  the  possibility  of  cooperation  in  ma  ket- 

88 

ing  as  an  aid  to  lessen  trade  dislocation. 

The  following  year,  a  similar  meeting  was  held  in  Havana 


86.  Ibid.,  op.  711-715. 

87.  Department  of  Star  e,  Conference  Series  44,  "Deport 
of  the  Delegate  of  the  United  States  America  to  the  Meet¬ 
ing  of  the  foreign  ministers  of  the  American  Republics", 

1940,  p.  16. 

88.  Tb ^  d . ,  p.  17.  for  the  full  resolution,  see  Appendix 
9,  pp.  50-$3. 
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and  at  which  the  Advisory  Committee  was  strengthened  and  given 
more  explicit  instructions*  It  was  specifically  instructed: 

(1)  to  prepare  detailed  plen3  for  the  cooperative  and 

4 

temporary  handling  of  existing  and  prospective 

4 

surpluses* 

(2)  to  devise  means  of  increasing  the  consumption  of 
these  surpluses  through  organized  relief  and  other 

methods. 

I  •  4 

(3)  to  develop  commodity  production  agreements  and  ar- 

*  i 

rengements. 

•  -  -  •  •  >  _  \ 

(4)  to  consider  the  possibility  of  a  broader  system  of 

hemispheric  cooperative  organization  in  matter  of 

*  * ' 

89 

trade*  credit*  money*:  and  foreign  exchange. 

» 

It  was  authorized  to  establish  sub-committees  to  carry  out  the 

provisions  of  these  mandates,  especially  in  the  cases  of  ape- 

90 

cific  commodities* 

Immediately  after  the  second  meeting  of  the  foreign  minis¬ 
ters,  the  sub- committee  on  coffee  began  work  on  an  agreement  to 
reestablish  the  orderly  marketing  of  that  product.^1  3ventu- 
ally,  an  agreement  wae  worked  out  with  American  interests, 

«  •  4 

primarily  the  national  Coffee  Association,  e.nd  the  Pan  Ameri- 

«  i  ~ 

92 

can  Coffee  Bureau  collaborating*  s- 


«0  ^  ment  of  St^te,  Conference  Series  48,  "Second 

meeting  eftne  *3.»>«e*era  of  foreign  Affairs  of  the  American 
Republics.-  The  report  of  the  Secretary  of  State,"  1941,  p.  26. 

90.  Par  the  accoraolishraents  of  thte  cocrittee,  see  The 
department  o«*  state  Bulletin,  Ifareh  27,  1943,  'Inter- American 
vtnanclai  anl  fceonoraic  Advisory  Committee",  p.  263. 

91*  Daniels,  og.  cit. ,  p.  713. 

92.  t7icki2er,  op.  eft.,  p.  177. 
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i  i  t  .  . 

The  chief  item  of  contention  In  the  negotiations,  which 

,  4  5  t  .  ...  . 

lasted  from  August  to  Tovemher,  1940,  was  the  establishment 
of  quotas  for, the  Tn*ted  States.  Establishment  quotas  on 
the  h-  sis  or  proport lonate  world  production  would  have  unduly 
favored  those  countries  which  had  enjoyed  a  large  ISuropeaa 
trade*--  the  other  hand;  the  Vats  of  previous  united  States* 
trade  would  have  unduly  penalised  those  same  countries,9^ 
P.rasil,  of  course,  favored  the  use  of  1938  as  a  Vse  year  due 

t 

tc  the  large  trade  she  had  that  ve-  r.  The  final  result  was 
not  one  o*  mathematical  formula,  "but  one  of  negotiation  and 
compromise.  On  November  28,  1040,  fourteen  producing  countries 
and  the  Tilted  States  signed  the  Agreement, 

Ratification.  During  the  negotiations,  it  was  an  open 

question  as  to  whether  or  not  the  Agreement  was  in  the  nature 

of  an  executive  agreement.  The  matter  was  finally  left  to  the 

discretion  of  the  individual  states,  senatorial  consent  wae 

required  in  the  Tilted  States,  and  on  February  3,  1°41,  the 

Senate  advised  ratification  which  s*.ep  the  president  took  on 

February  17.  The  Agreement  became  effective  on  April  16,  1941 

after  the  signing  of  a  protocol  In  nccordance  with  the  pro- 

94 

visions  of  the  Agree*-  nt. 

Tn  effect,  this  protocol  brought  the  Agreement  into  com- 

« 

pi  etc  force  for  all  countries  even  though  only  nine  had  rati- 

93.  Daniels,  0£*  ci t. ,  p.  114. 

94.  rtnenT*’ o**  ‘"'tate.  Treaty  series  970,  ’’Inter- 
American  Coffee  Agreement",  cover.  See  also,  Internet  tonal 
labour  Office,  Intergovernmental  Commodity  Control  Agreements, 
Font real,  1943,  pp.  Sd-Slf. 
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fled  it?  the  waited  States,  by  signing  the  protocol  *  hound 
herself  to  respect  the  quota  provisions  of  the  Agreement  for 

95 

all  countries  whether  or  not  they  had  ratified  the  Agreement* 

eventually,  the  original  signatories  ratified  the  Agreement, 

96 

and  it  became  effective  for  all  as  of  December  31,  1941. 

, .  ?■/$' 


95.  Daniels,  o£*  clt.,  pp.  716-717.  The  situation  was 
peculiar  inasmuch  as  t^eHcaited  States  had  prior  agreements 
with  some  of  the  countries  which  had  not  ratified  in  which 
we  agreed  not  to  Impose  quantitative  restrictions  on  our 
imports.  Specific  waivers  of  these  douses  were  secured. 

96.  Department  of  State,  Treaty  Series  979,  "inter- 
American  Coffee  Agreement”.  T'Be  -treaty  became  effective  for 
the  following  eountr*  :s  on  April  16,  1941:  Brazil,  Columbia, 
Costa  Dies,  "31  Salvador,  Guatemala,  Baiti,  Honduras,  Wsxico, 
and  the  TSaited  States.  It  became  effective  for  Ecuador, 

April  99;  Dominican  De public,  April  30;  Nicaragua,  %*ay  13; 
Venezuela,  August  14;  and  Cuba,  December  31,  1941. 
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V 

THE  PTTES-A^HICAH  COTFKS  AGPJTH’w? 

The  ostensible  purpose  of  the  Agreement  is  cited  in  the 

preamble*  "....that  in  view  of  the  unbalanced  situation  in 

the  international  trade  in  coffee  affecting  the  economy  of  the 

western  Hemisphere,  it  is  necessary  and  desirable  to  take  3teps 

to  promote  the  orderly  marketing  of  coffee,  with  a  view  to 

assuring  te-ms  of  trode  equitable  for  both  producers  and  con- 
9? 

sumer s.  * 

This  may  have  been  the  collective  purpose  of  the  signs- 

» 

torses,  but  the  actual  motives  of  any  one  of  the  signers  is  not 

so  easily  determined.  There  seems  little  doubt  but  what  the 

primary  interest  of  the  producing  countries  was  the  anticipated 

98 

price  supporting  effect  of  the  Agreement.  For  thirty-odd 
ye*rs,  the  goal  of  valorization  was  price  supporting,  and  it 
seems  unreasonable  that  good  prices  did  not  continue  to  be  a 
substantial  part  of  the  desires  of  the  producers.  The  purpose 
of  the  Halted  States  in  entering  into  the  Agreement  was  largely 
political  and/or  military,  professor  Tfickizer  ooints  out  that 
any  pro -pram  which  increased  payments  to  Lat4n  American  countries 
to  compensate  in  part  for  the  loss  of  norms!  European  outlets 

97*  The  text  of  the  Agreement  canbe  found  in  several 
publications* 

fl)  Department  of  State*  Treaty  Series  970,  op.  olt. 
~(2)  International  Labour  Office,  og.  c i t . 

(3)  Inter- American  Coffee  Board,  First  Annual  Report, 
1941-1943* 

98.  Guedes,  QpV~~cit. ,  p.  20* 
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would  hare  three  effects:  (1)  to  strengthen  the  abilities  of 

»  ,  .  »  a  *  • 

those  countries  to  resist  Axis  pressure,  (2)  to  promote  the  £ 

“Good  neighbor"  policy,  and  (3)  to  render  the  strategic  posi- 

OQ 

ti-oa  of  the  United  States  more  S6cu^°.‘ 

Basic  quotas*  as  established  in  Articles  1  and  2  of  the 
Agreement,  are  shown  in  Table  VII*  United  States  Department 
of  Commerce  statistics  were  established  as  authoritative. 

World  quotas  were  largely  academic,  as  little  ef-eetive  de¬ 
mand  was  possible  outside  this  country’s  market. 


TABUS  VTI 

BASIC  QUOTAS  AS  ESTABLISH?© 

ns  thu  imeuAMsaicx??  copses  kssasBam 

fin  thousand®  of  60  kg.  bags) 

IT.  3.  Quota  Markets  other 

Country  (Art.  1)  than  U.  S«  (Art.  2) 


Brasil 

9,300 

7*813 

Columbia 

3,150 

1,079 

Costa  Rica 

200 

242 

Cuba 

80 

62 

Dominican  Republic 

120 

138 

Ecuador 

150 

89 

El  Salvador 

600 

527 

Guatemala 

535 

312 

Haiti 

275 

327 

Honduras 

20 

21 

Fexi co 

475 

239 

Nicaragua 

195 

114 

Peru 

25 

43 

Venezuela 

420 

606 

Total 

15,545 

11,612 

It  must  be  noted  that  these  quotas  were  not  intended  to 
limit  the  normal  consumption  of  the  T1hited  States  in  any  way. 

Jf. 

*Phe  total  exceeded  the  peak  of  importation  prior  to  1940  by 


^9*  0^»  cit.,  p.  1 /6* 
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several  hundred  thousand  hags,  (see  Table  VIII)  The  purpose 
of  these  quotes  w.*s  to  prevent  the  ten  million  h-gs  of  coffee 
that  were  norma'! ly  consumed  by  the  European  eoffee- drinkers  from 
glutting  the  Whited  States  market* 

<  r>  » 

TABLE  VIII 

TMITBD  STATES  COFFEE  IMPORTS,  1936-1940 
(In  thousands  of  60  kg.  hags) 


Year 

Amount  Imported 

1936 

13,091 

193? 

12, 786 

1938 

14,950 

1939 

15,083 

1940 

15,427 

Sources 

Wickizer,  on,  cit. ,  App.  Table  V,  p 

The  Inter- American  Coffee  Board  was  constituted  with  one 

s 

t  X 

representative  from  each  country  to  administer  the  Agreement* 
The  seat  of  the  Board  was  established  at  Washington,  end  the 
^cerd  was  given  the  authority  to  elect  its  own  officers  for  a 
period  to  he  determined  by  itself.100  The  duties  of  the  Board, 
other  then  those  enumerated  elsewhere,  were  assigned  in  Article 
10  j  (1)  To  as  surge  the  general  administration  of  the  Agreement! 

(2)  ™o  appoint  employees  and  to  determine  their  pay  and  duties; 

>  *  » 

(3)  To  appoint  an  Executive  Committee  and  such  other  permanent 

f 

or  temper' ry  committees  sc  deemed  advisable;  (4)  To  ai>prove  the 

t 

annual  budget  end  to  fix  the  amounts  to  he  contributed  by  each 

..  i 

government;  (5)  To  seek  such  informntP^n  as  deemed  necessary  to 

*•  X 

the  proper  administration  and  operation  of  the  Agreement  and  to 


100.  Article  9. 
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p«  'V’s'j  jueb  information  as  deemed  advisable;  and  (6)  to  make 
an  annual  repart  to  the  member  governments  concerning  important 
occurrences  of  each  quota  year* 

The  Bo^rd  was  also  instructed  to  appoint  a  Secretary  and 
to  establish  a  secretariat  which  was  to  be  "entirely  free  and 
independent  of  any  other  national  or  international  organization 
or  institution"*101  Article  11  provided  that  the  Board  under- 

•  'it 

i 

take  a  study  of  the  surpluses  and  take  such  action,  where  ur- 
gently  needed  to  stabilize  the  coffee  industry,  as  necessary 
with  a  view  to  financing  the  storage  of  such  surpluses*  It 
was  further  provided  with  the  authority  to  assist  and  advise 
in  the  securing  of  loans  to  expedite  the  operation  of  the  Agree¬ 
ment*  Another  provision  empowered  it  to  appoint  advisory  com- 
dittoes  in  the  important  market  -inters*10 

The  expenses  of  the  delegates  were  to  be  borne  directly 
by  their  respective  governments,  but  all  other  expenses  were 
to  be  paid  by  the  Board  from  funds  contributed  by  the  member 

governments  on  the  same  proportionate  basis  as  the  basic  quotas, 

103 

except  that  the  share  of  the  TMited  States  w  b  one- third* 

One  of  the  most  note-worthy  administrative  features  was 
the  schedule  of  weighted  voting  provided  in  Article  15* 

101.  Article  12. 

102.  Article  18* 

103.  Article  13. 


r  • 
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TABL2  IT 

YO*vm  frmwvrn  or  crrr^zm 


mr;b<?r 

nT**il 
Columbia 
Costa  Ktca 
rubs 

Dominican  ^palHc 

’easier 

151  Salvador 

(Tasto^la 

iioltl 

Honduras 

Stexl  co 

Tic^r^^aa 

Deru 

ini  tod  States 
Teneauela 


'Timber  of  Voteo 


9 

3 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

12 

1 


Total  36 


met ings  we  *«  scheduled  q  uarterly  with  tbs  usual  provisions  for 
special  seetfmi-s.  Seventy- ft vs  pemnt  of  the  total  vets  re- 
presented  a  quorum,  and  written  authority  was  all  that  was  ne¬ 
cessary  for  one  country  to  be  represented  by  ths  delegate  of 

another*  "^eoept  os  at  Itemise  specifically  stated,  decisions 

104 

were  to  be  ~oade  by  a  simple  mjoriiy  of  the  weighted  votes* 

The  quota  provisions  were  not  so  rigid  as  they  Initially 
appear*  The  Beard  was  given  the  authority  to  change  the  mi  ted 
States  quota  in  order  to  adjust  supplies  to  estimated  require- 
sarnie*  Tn  order  to  elistaote  s?s»  of  the  evils  of  speculation 
on  the  Board’s  actions,  this  authority  was  United  to  changes 
of  not  rw»re  th»n  five  percent  not  oftener  than  every  six  months* 
The  Board  vs  also  authorised  to  adjust  the  world  market  cuotae 
*9  it  deemed  necessary,  but  it  wa&  pro  iblted  from  allotting 


104*  Article  14 
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markets  on  a  geographical  basis.  m  neither  case  w  s  it  author- 

«  AC 

ised  to  vary  the  proportions  established  in  the  basic  quotas. 

Additional  flexibility  was  authorized  if  a  coffee  shortage 
appeared  emminent  in  the  United  states.  The  Board  was  author¬ 
ized  to  increase  the  quotas  for  the  United  states  markets,  in 
"quota  proportions**  to  satisfy  the  requirements  regardless  of 
exceeding  the  five  percent  requirements  mentioned  above.  Any 
member  could  request  this  increase,  and  a  one- third  veto  was 
sufficient  for  passage*  In  reducing  the  quotas  beyond  the  li¬ 
mits  of  Article  3,  unanimity  was  required.1^6  Practice  estab¬ 
lished  this  adjustment  of  quotas  as  one  of  the  Beard’s  most  im¬ 
portant  functions. 

TSach  of  the  producing  countries  agreed  to  limit  its  exports 
as  outlined  in  the  quota  provisions  and  to  supply  each  shipment 
with  an  official  certif icat ion  that  it  was  within  the  quota. 

Deficiencies  in  any  one  year’s  shi parents  could  be  made  up*  to 

107 

ten  percent*  by  adding  them  to  the  following  year’s  quota. 

On  the  other  hand,  the  United  States  agreed  to  limit  its  imports 
according  to  the  quota  schedule  with  a  basic  allowance  of 

355*000  bags  per  year*  subject  to  equal  changes  with  the  other 

108 

quotas,  from  noi -signatory  countries. 

■Mbs  "  -V  . 

105.  'Article  3.  Article  5  provided  an  exception  to  that 
provision.  The  Board  w?_s  empowered,  by  two  thirds  vote,  to 
transfer  on  the  request  of  a  member,  a  part  of  that  country’s 
quota  from  the  T,nited  States’  trade  to  the  world  quota.  The 
shortage  in  the  basic  quote  ^or  the  United  States  w«o  to  be 
distributed  on  a  proportionate  basis  among  the  other  members. 

106.  Article  8. 

vnd  s* ’ 
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Tn  order  to  prevent  conflict  with  existing  commitments, 
the  Agreement  provided  prevalence  for  itself  as  long  as  it  re¬ 
mained  in  force  over  inconsistencies  contained  in  any  other 
agreements  "between  signatory  nations*1^9 

Article  20  provided  the  means  by  which  the  Agreement  was 
actually  brought  into  force*  It  established  a  waiting  period 
of  ninety  days  from  signature  (November  23,  1940)  for  coraple- 

t 

tion  of  the  ratification  process*  If  ratification  were  not 

then  complete*  the  countries  which  had  ratified  it  could  bring 

110 

it  into  e  feet  among  themselves  by  means  of  a  protocol. 

Ill 

The  agreement  was  to  remain  in  force  until  October  1,  1943* 
Not  less  than  one  year  prior  to  the  date  of  termination*  the 

ir 

Board  was  to  consider  continuation  of  the  Agreement  and  to  make 
recoraaendat i  ens  to  the  member  governments*  If  unanimous  agree¬ 
ment  was  reached  thereupon*  the  Agreement  could  be  extended  by 
a  certification  of  the  Board  deposited  with  the  Pan  American 

Pinion*  This  method  wee  twice  used  to  extend  the  Agreement  to 

112 

October*  1945* 

A  transitory  article  actually  placed  the  quota  provisions 
of  the  Agreement  in  effect  as  of  October  1,  1940  by  providing 
that  coffee  exported  between  that  date  and  September  30,  1941, 

109*  Supra . ,  pp.  37-38,  Chapter  TV,  Article  21* 

110*  International  Labour  Office,  op.  cit*«  p*  67. 

111.  An  exception  to  this  was  provTde'U  Withdrawal  on 
one  year* e  notice  was  permissable*  and  if  one  or  more  countries 
having  a  total  of  twenty  percent  o^  the  basic  mote  withdrew, 
the  Agreement  woe  to  terminate  automatically*  (Article  25) 

112*  infra.,  pp.  66-67. 
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either  to  the  Halted  States  or  to  other  markets,  he  charged 
©gainst  the  quotas  for  the  first  quota  year* 


Impl enentat i on  of  the  Agreement  by  the  United  States,  in¬ 
asmuch  as  the  Agreement  was  a  treaty  and  not  an  agreement  of 

i 

the  reciprocal  trade  type,  legislation  was  necessary  to  provide 

113 

the  means  of  enforcing  it.  Among  other  considerations,  it 

was  doubtful  If  the  Treasury  Department  had  sufficient  author- 

\ 

ity  to  exclude  imports  of  coffee  In  excess  of  the  amounts  of  the 
quotas.  The  Secretary  of  State,  through  the  president,  requested 
legislation  to  render  the  treaty  affective,1**  Eventually,  the 
required  legislation  was  passed  stating:  (1)  that  after  the 
entry  into  force  of  the  Inter- American  Coffee  Agreement  and  dur¬ 
ing  its  continuation,  no  coffee  from  any  foreign  v  untry  could 
be  entered  for  consumption  except  under  the  provisions  of  the 
Agreement,  (2)  that  the  president  was  authorized  to  allocate 
quotas  to  non-signatory  countries,  and  (3)  that  compliance  with 

the  president**  regulations  and  rules  necessary  to  carry  out  the 

115 

Agreement  would  be  a  condition  for  the  entry  of  coffee. 


113,  ?ea  Rnd  Coffee  Trade  Journal,  J&nuary,  1941,  “Imple¬ 
menting  the  Coffee  quota  Pact1*,  p,  9, 

lii,  Seventy- Seventh  Congress,  First  Session,  l enr-.te  deport 
lfo.  74,  • Implementing  the  Inter-American  Coffee  Agreement H*  ’ 
fHis  report  includes  all  the  documentation  and  correspondence, 
115*  Seventy- Seventh  Congress,  First  Session,  Statutes  at 
Lrrge,  “Public  Law  P’o,  33%  pp,  133-134*  For  full  documentaTTon 
on  the  passage  of  this  Joint  resolution,  see  footnotes  114,  115, 
and:  (1)  Seventy-Seventh  Congress,  First  Session,  House  of 
Representatives  Re qort  pro,  330,  ports  1  and  2, 

(2)  Seventy- Seventh  Congress,  First  Sesslor.,  House  of 
Representat ivea  Report  "To,  331, 
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The  President,  using  this  law  as  his  authority,  established 

the  quotas  for  non-signatory  countries  on  April  22,  1941,  The 

order  was  later  amended  so  that  the  quotas  were  stated  in  per- 

116 

cent age  terms. 


Reactions  to  the  Agreement*  Consider  ble  of  the  corment 
which  was  made  on  the  .Agreement  was  made  at  the  time  it  became 
operative.  Several  of  these  are  worthy  of  note  because  of  their 
content  and  because  of  the  insight  which  they  give  into  the  ex¬ 
pectations  of  the  ejects  of  the  Agreement* 


Brazilian  comment  was  generally  very  favorable.  Eren  be¬ 
fore  the  A  "reeraent  became  effective,  prices  had  risen  substant¬ 
ially  in  anticipation  of  still  higher  prices  under  the  quota. 

Dr.  guedes  wrote  as  follows; 

"Thus,  with  the  valuable  assistance  of  the  Trnited  States, 
we  are  carrying  out  a  sound  policy  of  international  cooperation, 
in  which  some  countries  will  not  be  able  to  benefit  to  the  de- 
trement  of  others.  "H7 


"The  Inter-American  Coffee  Agreement. ...  represents  one  of 
the  most  advanced  steps  of  directed  economy  in  the  field  of  Inter 
national  public  Law.  There  is  no  record  of  a  pact  between  na¬ 
tions  of  the  magnitude  of  that  agreement,  as  regards  its  intrin¬ 
sic  characteristics,  the  number  of  the  participating  countries, 
and  the  peculiarities  of  the  interests  af  fected. ...  It  would  have 
been  impossible  to  creaxe  this  admirable  organization  to  the  full 
extent  and  with  the  stability  which  characterizes  it,  without  the 
cooperation  --  valuable  from  every  point  of  view  —  of  the  Trnit¬ 
ed  States  o-r*  America,  this  great  country  to  which  we  are  so  solid 
bound  by  friendly  ties  from  the  remotest  eras,  ties  which 


116.  Executive  Order  Po.  8738,  "Allocating  the  ruota  under 

the  In ter- American  Coffee  Agreement  for  Countries  not  Signatory 
to  the  Agreement",  Federal  Register,  1941,  p.  2047.  executive 
Order  w0.  8774,  "Modify !nm  nrder  ,To.  8738  of  °1  April  1941 
Allocating  by  Types  the  Coffee  Quotas  for  Counts es  not  Sign- 
tories  o^  the  Tnt er~ Arne r-! can  Coffee  * gree^ent",  Federal  Register, 
1941,  p.  2845*  Executive  Order  ^o.  8863,  "All oca t 5  the  >uof,a 

Under  the  Tntsr-Amerienn  Coffee  Agreement  of  Countires  not 
Signatory",  federal  Register,  1941,  pp.  4319-4320. 

117.  Guedes,  Brazil  Coffee  in  T 94Qt  p.  26. 
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have  developed  into  the  most  close  politics! ,  commercial,  econo¬ 
mic,  and  amicable  relations*.**  It  is  very  likely  one  of  the 
most  solid  proofs  of  the  Pan-American  spirit,  because  with  its 
structure  we  have  consecrated  the  maintenance  of  the  welfare 
of  many  other  American  countries,  particularly  those  which  de¬ 
pend  upon  coffee  as  a  sole  economic  basis”* 

Secretary  Hull,  after  pointing  out  that  the  Agreement  would 
in  no  way  affect  shipment 3  of  coffee  into  the  baited  States  from 
our  territories  and  possessions,  stated  in  a  letter  to  the  pre¬ 
sident  that  the  Inter-American  Coffee  Agreement  was  ”...*  an 
unprecedented  step  In  the  economic  history  of  the  American  He- 
publics**,  a  distinct  practical  achievement  in  the  field  of  Inter- 
American  relations*"-119 

’Tr#  Paul  c*  Daniels,  the  first  chairman  of  the  Inter-Ameri- 

f  '  •  4  '  W  4  \  ■ 

can  Coffee  Board,  wrote  of  the  Agreement?  it  should  be 

-  . 

emphasized  that  the  unique  and  unprecedented  featu  a  of  this 

coo  erative  arrangement  ie  the  provision  for  consumer  represen- 

* 

tetion  in  an  international  agreement  intended  to  stabilise  the 

* 

market  for  an  imp  rtant  raw  material* *  *  *  The  participation  of 
the  rmi ted  States  in  the  Inter-Ameri can  Coffee  Agreement  marks 
a  new  milestone  in  the  progress  of  international  economic  think¬ 
ing*  Tt  is  concrete  evidence  of  the  fact  that  the  terms  of 
trade  must  be  equitable  for  consumers  as  well  as  producers,  and 
that  both  should  be  equally  cognizant  of  the  vital  needs  of  the 
other* 

Perhaps  the  roost  obdurate  opposition  to  the  Agreement  was 
voiced  in  the  minority  report  o*  the  \7aya  and  ?*eans  Committee 

.  *  i 

118*  Ouedes,  Brazil  Coffee  in  1941*  pp.  32-33. 

119.  Seventy- "evenih  Congress, "TTrst  Session,  ouse  of 
Bepreaentat Ives  Herort  Ho.  530* 

i§0*  Beniels* " opT  cTt*,  p.  175. 
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during  the  discuss ions  of  the  "implementing*  legislation*  Sev¬ 
eral  points  served  ©s  the  bases  for  the  opposition  argument: 

(1)  It  provided  a  tax  on  the  American  Breakfast  table. 

(2)  Tt  was  the  same  as  a  tariff  duty  except  that  the  re¬ 
ceipts  accrued  to  foreign  nationals  instead  of  to  the 
government  the  united  States. 

(3)  It  wrs  in  exact  opposition  to  the  Republican  policy 
of  not  tlbcing  those  commodities  which  are  needed  and 
are  not  domestically  produced  and  taxing  those  com¬ 
modities  in  which  foreign  competition  is  met  in  the 
domestic  market. 

(4)  The  Agreement  was  the  "first  time  this  country  has 
ever  undertaken  to  restrain  imports  of  a  product  by 
a  general  application  of  quotas  imposed  at  the  re¬ 
quest  of  foreign  governments." 

(5)  In  1940,  the  United  States  imported  two  billion 
pounds  of  coffee*  If  the  Agreement  raised  the  price 
of  coffee  as  much  as  three  cents  per  pound,  this 
would  impose  a  £60,000,000  tax  bill  on  the  American 
people.  The  Representatives  thought  that  such  a  121 
measure  carried  the  "Good  Neighbor  policy  too  far." 

professor  Tiekizer  cites  the  pact  as  inspired  and  made 
possible  by  abnormal  conditions  arising  from  war.  He  points 

out  that  it  was  one  step  in  planned  hemispheric  solidarity  but 

122 

with  all  the  risks  of  any  scheme  ©mounting  to  political  subsidy. 

The  coffee  trade  of  the  United  States,  in  general,  approved 
the  plan.  "The  coffee  trade  has  and  does  support  the  juota  ays- 
tem  as  written  into  the  treaty  believing  it  a  necessary  and  de¬ 
sirable  action. 


121.  Hov.se  of  Representatives  Report  Ho.  530,  op.  cit., 
port  2.  it  wa s  further  pointed  out  in  this  report  that  the 
Republicans  always  favored  tariffs  on  competitive  foreign  pro¬ 
ducts  as  a  means  of  equalizing  differences  in  production  costs 
at  home  and  abroad.  Such  a  policy  is  not  economically  sound. 

122.  0g.  c  1 1 . ,  p.  176. 

123.  7n  a  telegram  to  the  Board  from  the  national  Coffee 
Association,  Tn ter- American  Coffee  Board,  0£.  cit. ,  Appendix 

no.  12,  p.  74. 
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Senatorial  comment  at  the  time!  of  ratification  centered 

»*  f>  .*»  • 

largely  on  the  fact  that  the  Agreement  would  cause  an  increase 

T 

in  pricee  of  co^ee  and  that  the  consumer  would  he  forced  to 

t*.  •  ** 

pay  it*  It  was  the  general  opinion,  howeyer,  that  this 

cost  was  well-worth  while  in  securing  stability  in  the  pro- 

154 

ducing  countries* 


124*  For  synopses  of  these  statements,  seej  Tea  and 
Coffee  Trade  Journal,  **  rch  1941,  pp*  14,  45* 
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YI 

THE  OPERATION  OP  THE  AGREE! TO 

The  Boord  end  the  Secretariat,,  The  Inter-American  Coffee 

f 

Board  held  its  initial  meeting  the  day  after  the  protocol  mak¬ 
ing  the  treaty  effective  was  signed  (April  16,  1941).  Dr* 

Hector  C*  Castro,  minister  of  El  Salvador  to  the  United  States, 
opened  the  meeting  in  his  capacity  as  of  chairman  of  the  sub¬ 
committee  on  coffee  of  the  Inter- American  Financial  and  Econo¬ 
mic  Advisory  Committee. 

The  first  action  of  the  Board  was  to  elect  ‘trr»  Paul  C. 
Denials,  the  delegate  of  the  united  States,  as  chairman  for  one 
year.  Sehnor  Eurico  Penteadc,  the  delegate  of  Brazil  and  chair- 

a 

man  of  the  pan  American  Coffee  Bureau,  was  selected  as  vice 

chairman.  The  delegates  of  Brazil,  Columbia,  Guatemala,  the 

*  \  ■■  - 

Phi  ted  states,  and  El  Salvador  were  named  to  the  Executive  Cora- 

"-••S 

mittee.  practice  established  the  procedure  of  consideration  of 

important  matters  by  this  committee  prior  to  discussion  by  the 

Board.  The  following  April  7,  the  same  officers  were  elected 

125 

to  succeed  themselves  for  a  period  of  one  year. 


Tnter-Araerieen  coffee  Board,  og,  cit. ,  pp.  10-11.  Chair¬ 
manship  or  the  Board  by  the  delegate  oi*  the  United  States  was 
continuous.  Hr.  Emilio  G.  Collado  succeeded  yr*  Daniels  on 
December  16,  1943  and  V7as  soon  followed  by  Ur.  Edward  G.  Cale, 
the  present  chairman  and  United  States  delegate.  Delegates  of 
the  United  states  have  habitually  been  Department  of  State  of¬ 
ficials.  Deportment  or  State,  Int e rnat 1 onal  Agencies  in  which 
the  United  States  ^rticioo.tes.'^TirBTrcaTron^B^M^'I  fashTngton,  ’ 
T^67“ppr*78^o: - - — 


V 


•7 
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Herbert  Delafield,  a  prat  president  of  the  Associated 
Coffee  Industries  of  America,  was  appointed  as  Secretary  of 
the  Board.  This  position  became  one  of  considerable  impor¬ 
tance  In  matters  of  liaison  between  both  the  coffee  industries 
and  the  governmental  agencies  concerned  with  coffee  policies. 

^r,  Enrique  Comas,  previously  secretary  of  the  Inter- American 
Financial  and  Economic  Advisory  Committee,  was  named  assistant 
secretary. 

The  actual  cost  of  Board  operations  Is  comparatively  in¬ 
significant.  A  budget  of  $18,000  wos  approved  for  the  quota 

127 

year  ending  in  September,  1941s  thereafter  it  was  $24,000. 

These  amounts  covered  such  items  as  salaries  to  the  secretariat, 
rent,  office  supplies  and  expenses,  and  the  publication  of  the 
annual  reports* 

The  Board  attempted  to  adhere  to  several  general  principles 
in  its  operating  policy. 

(1)  The  orderly  marketing  of  coffee  —  equitable  to  both 
consumers  and  producers. 

(2)  The  maintenance,  as  nearly  as  possible,  of  normal 
trading. 

(5)  Unanimity  of  decisions  made  by  the  Board  and  the 
full  cooperation  of  all  signatories. 

126.  Ibid.,  pp.  11-13. 

127.  TTvTrf. ,  PP*  12,  129-30.  5ecnnd  Annual  Report,  1942- 

1<H3.  no*  RB-OO.  Third  Annual  Report.  1943-1944,  pp.  97-99. 
Fourth  Am.ua!  ReporET^SITTc^sT wTl lSTT W. - 
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(4)  Strict  compliance  of  the  members  of  the  Board  to  the 
obligati  or*  3  of  the  treaty* 

(5)  The  administration  of  the  pact  so  so  to  avoid  as 
many  business  losses  and  inconveniences  as  possible* 

(6)  The  Improvement  of  the  quality  of  imported  coffees* 

(7)  The  administration  of  the  pact  so  as  to  encourage  and 
t©  a®>©  possible  the  faithful  fulfillment  of  contracts* 

(8)  The  publication  of  such  information  as  would  improve 
the  coffee  trade  and  the  administration  of  the  Agree¬ 
ment. 

(9)  Consultation  with  coffee  interests  in  order  to  seeure 
advice,  a  better  understanding,  and  to  obtain  the 
reactions  of  business  to  the  actions  of  the  Board.*28 

In  general,  the  Beard  served  a  very  useful  function  in 
providing  a  sort  of  clearing  house  for  all  important  coffee 
problems.  It  provided  a  means  of  contact  between  three  inter¬ 
ests:  the  producer,  the  consuming  industrialists,  and  the  gov¬ 
ernments*  One  real  value  was  to  have  a  Board  of  continuity  to 

129 

handle  specific  problems  as  they  arose. 

operational  Implementatl on*  Two  problems  arose  in  the 
first  four  weeks  the  operation  of  the  Board  which  required 
action  on  the  part  of  the  united  States. 

128*  Daniels,  Paul  C*,  "The  Policies  of  the  Coffee  Board 
Framed  to  Aid  Bntire  Industry",  Tea  and  Coffee  Tr-^e  Touraal , 
October,  1942,  pp.  16B  ff. 

129.  Tn ter- American  Coffee  Board,  First  Annual  Be port, 
1941-1940,  p#  13,  Daniels,  "Inter-American  Coffee  Agreement", 
dpT’BgTt'.'T  pp.  719-720. 


54 


The  first  arose  from  the  feet  that  co  fee  prices  in  the 
United  Stetee  we  e  higher  th^n  elsewhere,  Canada  in  particular. 
This  encouraged  shipment  of  coffee  from  Latin  American  ports 
under  the  world  market  quota  with  subsequent  diversion  to  United 
States  markets  —  to  a  limited  extent  destroying  the  effect  of 
the  quota  provisions  and  certainly  working  hardship  on  those 

acting  honestly  under  the  program.  On  ’ray  15,  the  Board  issued 

’ 

a  statement  condemning  this  practice  and  promised  to  take  ef¬ 
fective  steps  to  terminate  it.  This  statement,  in  itself,  was 
not  sufficient  to  stop  the  procedure,  and  on  August  26,  the 

130 

Board  requested  the  aid  of  the  government  of  the  United  States, 

4 

Assistance  was  soon  forthcoming;  the  President  signed  an  ]2xe- 
eutive  Order  refusing  the  entry  of  coffee  without  the  certifi¬ 
cation  of  .American  consular  officers  in  foreign  ports  that  the 
coffee  was  certified  charged  against  the  proper  quota  prior  to 
shipment. 

In  connection  with  the  princ'ple  of  maintaining  as  nearly 

t  V. 

a  normal  trade  as  possible,  the  Board  requested  the  United  States 
to  modify  its  entry  policy  so  that  coffee  samples  would  be  per¬ 
mitted  to  enter  the  country,  for  which  the  treaty  made  no  pro¬ 
vision,  The  entry  procedure  was  also  amended  by  Executive 


Order* 


1*3^, 


130.  Ibid,,  pp.  24—25,  64,  95, 

131.  ‘fere cut ive  Order  ITo.  8902,  "prescribing  Regulations 
Pertaining  to  the  Entry  of  Coffee  into  the  united  states  from 
Countries  Signatory  to  the  Inter- American  Coffee  Agreement", 
Federo.1  Register,  1941,  p.  4809,  The  authority  for  this  order 
wes“W51TcH^w"lTo.  33,  Section  2,  discussed  above. 

132.  Executive  Order  TTo.  8^09,  "Authorizing  the  Secretary 
of  the  Treasury  to  Permit  the  Entry  of  Bonaftde  Samples  of  Cof¬ 
fee  without  Regard  to  Import  Restrictions",  Federal  Register, 
1941,  p.  4929. 
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Coffee  prices  under  the  Agreement*  Obviously*  one  of  the 
problems  faced  by  the  Bo^rd  was  that  of  prices.  Both  the  pro¬ 
ducing  countries  and  the  rmtted  States  were  vitally  concerned 
and  s  mevhat  diametrically  opposed  in  interest.  Price  control 
was  not  mentioned*  as  such*  in  the  Agreement,  but  the  Board  was 
given  sufficient  control  over  the  supply  that  it  potentially 
had  the  power  to  exercise  considerable  influence  on  prices  al¬ 
though  the  means  for  strong  control  were  not  provided,  prices 
were  to  be  •fair"  or  *equi table",  but  no  criterion  of  fairness 
was  established. 

There  ie  little  doubt*  however*  that  one  of  the  purposee 
of  the  Agreement  was  to  support  and  even  to  raise  coffee  prices 
in  view  of  the  effort  to  make  coffee  production  profitable, 
Roughly*  aseuming  that  one  hundred  percent  more  coffee  would 
have  entered  the  United  States  market  without  the  Agreement  and 
that  other  ^actors  remained  equal,  prices*  with  an  inelastic 
demand  for  the  product*  would  have  decreased  by  more  than  fifty 
percent.  It  was  even  suggested  that  one  of  the  purposes  of  the 
Agreement  was  to  enable  producers  to  sell  their  crops  at  prices 
which  would  enable  them  to  recoup  the  loss  of  the  European 
market, 

A  cursory  examination  of  the  nature  of  the  price  change  is 
important  although  by  no  means  can  it  be  assumed  that  the  effect 
of  the  Agreement  was  responsible  for  the  full  change  in  price, 

155.  Wickiser,  o £.  cit.*  p,  181;  Daniels,  0£,  clt. .  p.  719| 
Suedes*  Brasil  Coffee  In  1^41*  p.  34, 
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The  following  changes  were  noted  in  specific  types  of  coffee. 

TABLET  X 

FRICK  CHAffGKS  Iff  TXF3S  OB  COFBXX,  1938-1942 
(In  cents  per  pound  -  Yew  Xotfc  spot  quotations) 

Year  Santos  ftype  4)  Hlo  (type  7) 


1938 

7.67 

5.25 

1939 

7.50 

5.37 

1940 

7.0 

5.37 

1941 

11.12 

7.87 

1942 

13.37 

9.76 

Source:  Suedes,  Brasil  Oof fee  in  1942,  p.  39. 

"he  average  price  per  hag  on  hoard  in  brazil  in  194?  was  47.96 
percent  higher  than  the  price  of  1941  and  104.7  percent  above 

134 

the  1940  price.  There  is  little  point  in  carrying  this 
analysis  further,  in  point  of  t'me,  as  ceiling  prices  were 
placed  on  green  coffees  late  in  1941  and  so  affected  the  max¬ 
imum  selling  prices. 

A  port  o-r  the  motive  of  the  United  States  in  entering  into 
this  Agreement  was  the  pronotion  of  "goodwill”  among  the  Latin 
American  countries.  Table  XI  indicates  clearly  the  change  in 
the  situation  of  Brazil,  a  part  of  which  can  he  attributed  to 
the  coffee  poet,  and  which  change  It  is  not  unreasonable  to 
assume  obtained  in  similar  degree  in  the  other  countries.  This 
advantage  does  not  necessarily  equate  the  intangible  "goodwill" 
but  it  is  probable  that  the  correlation  between  the  two  Is  high. 

i 

The  average  value  of  the  cruzeiro  for  the  period  was  §0. 051137* 

robing  the  total  benefit  from  the  rise  in  price  roughly 

» 

— — . . . . .  — 

134.  Guedes,  Brazil  Coffee  in  1942,  pp.  51-5?* 
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$150, 000,000. 


TABLE  XT 


TRICES  OBTAINED  AND  PRICES  CBTA  TTABLE 
AT  1940  PRICES  ON  EXPORTED  COPPER  OP  BRAZIL 

1941-1943 

(in  thousands  of  cruzeiros) 


Pear 

Number 
of  bags 

Value  actually 
obtained 

Value  obtain¬ 
able  at  1940 
prices 

Advantage 

gained 

1941 

11,054, 566 

2,017,544 

1,459,207 

559,337 

1942 

7,279,659 

1,965,737 

960,259 

1,005,478 

1943 

10,450,193 

2,903,768 

1,334,397 

1,469,371 

Total 

29,450,193 

6,797,049 

3,752,863 

3,034,186 

Source*  Guedee,  Brazil  Coffee 

in  1943.  p.  32. 

What  actually  happened  in 

the  Brazilian  coffee 

economy  is 

demonstrated  in  Table  XII*  It  is  especially  notable  that  in 
1942  the  exportation  of  coffee  was  less  than  half  that  of  the 


base  year  of  1933  while  by  value  trade  was  only  four  percent 
smaller.  The  trade  of  1943  was  sixty-fire  percent  of  the  base 
while  revenue  was  137  percent  of  the  1933  amount. 

TABLE  XII 


EXPORTATION  OP  COEPEE  PROP  BRAZIL,  1933-1943 


TEAR 

Quantity 

Index 

Value 

Index 

(60  kg  bags) 

( cruzeiros) 

1933 

15,459,309 

100 

2,052,858,224 

100 

1934 

14,146,879 

92 

2,114,511,730 

130 

1935 

15,328,719 

99 

2,156,599,349 

105 

1936 

14,185,506 

92 

2,231,472,515 

109 

1937 

12,11%088 

78 

2,128,615,805 

104 

1938 

17, 203,4^9 

111 

2,296,010,010 

112 

1939 

16,645,093 

108 

2,254,115,311 

110 

1940 

19,053,499 

78 

1, 58Q#956,317 

77 

1941 

11,054,566 

72 

2,017,54-4,619 

98 

1Q42 

7,97", 658 

47 

1,965,737,336 
...  2,803,768,085  , 

:96 

1943 

10,115,969 

65 

.  T  l  . 
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135.  Department  of  Commerce,  op.  clt.,  "Foreign  Ex¬ 
change  Rates",  p.  971. 
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1953  Z  100 

Sources*  Guedes,  Brazil  Coffee  in  1945,  p.  54§  Brazil  Coffee 
is  P*  29. 

The  Agreement  and  Domestic  Price  Pol 1 cy.  With  the  rising 
prices  of  green  coffees  abroad,  it  is  not  surprising  that  the 
Office  of  price  Administration  stated  in  September,  1941,  that 
complaints  about  the  rising  costs  of  green  coffee  (as  much  as 
100  percent  in  one  year)  were  becoming  more  numerous.  The  OPA 
attributed  this  rise  in  price  to  (1)  conditions  brought  about 
by  the  Agreement,  (2)  fear  of  a  shipping  shortage,  (3)  export 
controls  by  Latin  American  countries,  (4)  speculation  in  the 
Ttoited  States.136  A  fifth  factor  is  not  to  be  Ignored.  Con- 

i 

sumer  goods  In  the  Dhtted  States  were  becoming  increasingly 
more  scarce  while  the  amounts  of  money  available  for  expend!- 

i  *  "*•  '  ^  V'» 

f*  v'  '***  ’*'  ~*****$l-  ■ 

ture  on  consumption  goods  was  ever  increasing.  This  meant  a 
higher  price  for  those  goods  which  were  available. 

Shortly  after  Pearl  Harbor,  the  OPA  fro re  all  coffee 

!  '  *•«*  •****.  { 

prices  as  of  December  8.  This  was  only  a  temporary  measure  to 

*  , 

prevent  runaway  prices,  and  a  more  detailed  schedule  was  pub- 

*  -  .*•  ,'v  ,  % 

11 shed  on  December  57.  The  Board  collaborated  in  the  prepara¬ 
tion  of  this  schedule,  a  rather  difficult  administrative  task 
because  of  the  necessity  for  proper  adjustment  of  the  differ¬ 
entials  between  numerous  grades  of  coffees  —  affecting  as 

137 

many  producer  interests.  On  the  same  date  and  at  the  re- 


136.  Office  of  Price  Administration,  Consumer  Prices, 
September  15,  1945,  as  cited  in  ^iekizer,  op. "eft 7,"  p»  183. 

137.  Tnter-American  Coffee  Board,  First  Annual  Report, 
1941-194n.  pp.  27-58*  For  the  detailed  correspondence  re¬ 
lative  to  these  differentials  between  the  Board  and  the  OPA, 
see  pp.  102-106. 
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quest  of  the  OPA*  the  Board  issued  a  statement  in  support  of 
the  revised  s-rv'*dule*  w  ’’'hie  schedule  vrae  further 

revised  to  include  practically  all  types  of  coffee  In  a  more 

...  139 

specific  manner* 

price  ceilings  were  maintained  throughout  the  duration 
of  the  war  which  alledgedly  caused  considerable  hardship  in 
the  producing  countries*  In  February,  1945,  Mr*  pentead*  re¬ 
ported  that  the  prices  of  practically  all  products  imported  by 
eoffee  producing  countries  had  gone  up  and  also  that  tho  eco¬ 
nomies  of  producing  countries  were  experiencing  price  rises* 

An  inflexible  price  ceiling  was  difficult  to  bear*  At  the 

» 

same  time,  he  reported  that  millions  of  Brasilian  trees  were 

being  aban&mned  because  coffee  production  was  no  longer  pro- 
140 

fi table*  Further,  average  cost  or  production  increases 

*  '  -  •  -  * — »•  5  _  «  \ 

from  1941  to  1944  were  calculated  by  the  Board# A*A 


Wages 75% 
Machinery,  instruments,  and  tools*** *•• *80 
Transportation  and  packing*. ........... *90 

Pehl  cles.  . .  * . .  * . * . 100 


Some  justification  for  the  request  for  an  upward  revision  of 

«  ,  ^  i  , 

price  ceilings  appears  to  be  warranted,  but  the  policy  of  "hold¬ 
ing  the  line*  in  the  united  States  was  responsible  for  the  gov- 

142 

err  rent  refusing  the  request* 

In  the  period  of  transition,  adjustment  was  made  by  the 
government  of  the  mited  States  by  two  increases  in  ceiling 


138.  Ibid*,  pp*  28,  107. 

139.  (5uetJes,  Brazil  Coffee  in  1942,  p.  45. 

140*  ^enteado,  Eurico,  "T'he  Facts  on  the  Coffee  Situation", 
Bulletin  o'  the  Pan  Ameri can  Union,  February,  1945,  p.  117. 

l4l  .’“Inter-American  Coffee  Board,  Fourth  Annual  Report, 
1944-1945,  p.  51. 

Tb id*,  p*  53* 
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prices  ?ind  a  subsidy  on  coffee  imports*  The  subsidy  was  paid 

at  the  rare  of  three  cents  per  pound  on  a  maximum  of  6,000,000 

bags  purchased  between  Hcvember  19,  1945  and  uarch  31,  1946. 

?h*s  program  was  renewed  to  July  1,  1946  with  an  increase  in 

the  price  ceilings  of  $0*02075  per  pound.  After  the  subsidy 

program  became  inoperative,  the  price  ceiling  was  raised  to 

143 

§0*0832  per  pound  above  the  original  ceillng3  of  1941* 

-  *•  *  .  •  •  ’  l  ■  ■  ...  -  • 

Price  control,  in  the  early  stages,  would  not  have  been 
difficult  had  not  considerations  other  than  pure  economic  eon- 
trol  been  of  such  importance*  ’  in  spite  ©f  attempted  control 

•••TSN.U. 

early  price  rises  were  experienced*  Business  week  summarized 
the  reasons  for  permitting  this  rise  as  follows*144  (1)  in¬ 
creased  coffee  prices  would  improve  the  "Good  neighbor"  rela¬ 
tions  and  make  **or  hemispheric  solidarity  by  contributing  to 
the  economic  welfare  of  the  Batin  American  countries*  (2)  if 
the  American  consumer  paid  more  for  coffee,  this  would  increase 
the  purchasing  power  of  the  Latin  American  countries,  and  they 
would  have  been  able  to  buy  more  here*  (3)  The  nutted  States 
should  have  cushioned  the  effects  of  the  war  on  Latin  American 

countries,  mny  of  which  were  largely  dependent  upon  coffee  ex- 

■  ■  .  •  •  -*  -• 

ports.  (4)  The  American  housewife  did  not  know  within  a  few 
cent 9  what  her  coffee  cost  her  anyhow*  With  the  exception  of 
the  first,  there  is  little  merit  in  these  reasons*  Particu¬ 
larly,  It  is  to  be  noted  that  goods  for  export  were  becoming 
less  plentiful  in  this  country* 

*  >  1  i  j 

143.  In ter- American  Coffee  Board,  Fifth  Annual  Report, 
1945-1946*  pp.  10,  14,  15. 

144.  February  15,  1942,  p*  42. 
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Between  the  natural  desires  of  producing  countries  to 

secure  high  coffee  prices  and  the  efforts  of  the  consumer  to 

secure  low-priced  coffee,  the  Board,  within  its  limited  price- 

control  powers,  derived  a  formula  of  considers hie  merit  both 

for  the  temporary  situation  and  for  the  long  run.  It  noted 

the  desirability  of  maintaining  prices  sufficiently  high  to 

promote  economic  well-being  in  the  producing  countries  and  at 

the  same  time  sufficiently  low  to  encourage  increased  con- 
145 

sumption. 

minimum  lacport  Prices.  A  considerable  problem  arose  early 
in  the  operation  of  the  Agreement  as  the  result  of  the  Colum¬ 
bian  and  Brazilian  policies  on  minimum  export  prices.  In  Nov¬ 
ember,  1940,  Columbia  placed  minimum  export  prices  upon  coffee, 
and  by  the  end  of  Ifarch  had  raised  these  "floors"  some  twelve 
times.  Brazil  adopted  a  similar  policy  in  June,  1941. 

prom  the  point  of  view  of  the  consumer,  although  not  pro¬ 
hibited  by  the  Agreement,  this  practice  was  not  within  the 

1 46 

spirit  of  its  terms.  The  policy  appeared  to  be  an  effort 

to  raise  prices,  already  higher  than  they  would  have  been  with- 

% 

out  the  Agreement,  by  taking  unfair  advantage  of  the  consumer. 
This  view  was  further  substantiated  by  the  coincidence  of  these 
schemes  with  a  considerable  rise  in  the  price  of  consumers* 
coffee. 

Tn  this  connection,  Wickizer  points  out  that:  "Coffee 
growers  appeared  to  feel  that  they  could. .. .exact  almost  any 

145.  Daniels,  ojg.  cit.,  p.  719. 

146.  Wickizer,  op.  cit.,  p.  183. 
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prieo  for  coffee  that  they  wanted...*  The  united  states  did 
not  wi«b  to  disturb  relations  with  the  countries  to  the  South, 
hut  nevertheless  showed  no  disposition  to  he  exploited  without 
limit.1*147 

The  assumption  that  minimum  export  pries  regulations  were 
the  only  causal  factors  in  the  price  rise  is  unwarranted.  The 
experience  of  Columbia  in  having  to  r^ise  the  minimum  price 
twelve  times  in  five  months  indicates  that  other  factors  were 
responsible  for  the  price  rise.  Theoretically,  the  practice 
may  have  prevented  any  fluctuations  downward,  but  the  price 
pattern  during  this  period  indicates  that  prices  were  constant¬ 
ly  rising. 

Def enders  of  the  policy  expressed  logical  argument  sup¬ 
porting  it.  They  pointed  out  that  one  of  the  purposes  of  the 
Agreement  was  to  insure  reasonable  prices  to  producers.  With- 

,  :  :  i.  ^  _  *Mkr. 

.  *  L. 

out  a  price  floor,  they  contended  that  the  potential  advantages 
of  the  quota  system  could  accrue  to  the  importers  who  purchased 
in  a  buyers*  market  and  sold  in  the  market  in  which  restricted 
amounts  were  available  rather  than  to  the  producers. 

With  this  in  mind,  minimum  prices  were  established  some- 

« 

whet  lower  than  prices  on  the  Kew  York  ‘’spot”  market.  "Ve 
left  the  door  open  for  commercial  competition  to  arrange  for 
our  quotations  of  the  product  to  look  for  parity  with  the 
prices  of  coffees  from  other  sources. Less  justifiable 

147.  Ibid.,  p.  135. 

148.  Cuedes,  brazil  Coffee  in  1941.  pp.  34-35.  lor  a  de¬ 
scription  of  the  " spot *  mp rke t ,  see  tfeer* s  International  Tea 
and  Coffee  Buys rs *  guide,  1944-1945,  The  T e  a  an d  C o f"f e e  Trade 
journal  Company,  Uew  v©rk,  1945,  p.  119. 
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was  the  argument  that  minimum  prices  were  necessrry  to  maintain 

the  differentials  between  Brazilian  and  Columbian  coffees.  It 

is  doubtful  if  there  is  or  should  be  an  immutable  price  differ- 

149 

ential  regardless  of  the  Agreement,* 

The  Board  considered  the  problem  at  some  length,  recog¬ 
nizing  the  "validity  of  both  points  of  view.  It  unanimously 
agreed,  finally,  that  minimum  prices  had  sufficient  merit  to 
justify  their  maintenance  but  that  they  should  not  be  estab¬ 
lished  *ai  levels  exceeding  the  market  prices  which  would  ex- 
1st  under  normal  operation  of  the  quota  system  nor  should  they 
prevent  normal  price  fluctuations  nor  disturb  the  normal  and 
usual  operation  of  the  trade, 

The  Board  had  previously  recognized  this  situation  and 
had  exercised  the  authority  granted  it  in  Article  8  in  increas¬ 
ing  the  basic  quotas  on  additional  twenty  percent.  It  was  ex¬ 
pected  that  this  increase  In  the  quotas  would  reduce  coffee 
prices  In  the  Tkiited  States.  This  was  partially  justified  as 
follows* 

w3.  Beeent  developments  in  the  coffee  Market  of  the  Thiited 
States  which  have  been  caused  In  s  me  measure  by  official 
acts  rot^conte^' lated  *n  the  Inter-Aaeri can  Coffee  Agree¬ 

ment,  threaten  io  disrupt  the  orderly  marketing  conditions 
and  the  normal  business  of  coffee  roasting  establishments 
throughout  the  Tk»ited  States,  and  are  making  it  difficult 
for  many  of  these  establishments  to  satisfy  their  normal 
requirements  except  on  terras  of  trade  considered  in¬ 
equitable.”^5^ 

The  cdoperation  of  producing  countries  was  essential,  and 
99  this  was  extended,  the  problem  was  satisfactorily  resolved. 


149.  Ibid,,  pp.  35-36. 

150.  tnter-Ameri can  Coffee  Board,  Birst  Annual  Beiort, 
1941-1945,  pp.  57,  97-98. 

131.  Ibid.,  p.  92.  The  italics  are  mine.  Wickizer,  op. 
cit.,  pp.  185^186. 
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Shortly  n^ter  the  shove  decision  was  announced,  and  "following 

the  conclusions  of  certain  other  agreement sM,  the  authority  of 

Article  8  was  again  ©voiced,  and  the  quotas  were  reduced  to 

152 

110  percent  of  the  basic  quota* 

Shipping  and  Quota  Adjustments*  One  of  the  most  important 

factors  affecting  the  supoly  of  coffee  and  consequently  its 

or* ce  was  the  shortage  of  shipping  facilities  which  grew  out  of 

wartime  conditions.  This  was  outside  of  the  control  of  the 

Board,  hut  it  was  because  of  this  condition  that  the  Board  was 

■rest  ^etive  in  facilitating  trade. 

foresee ’ng  a  possible  shortage  of  transportation  in  Bay, 

1941,  1 1 ic  ^oard  authorised  the  advance  shipment  ’^'i’^teen  per** 

cent  of  the  1941*194*'  ouota  providing  it  was  stored  and  not  en* 

155 

tered  for  consumption  before  October  1,  1941. 

The  shipping  situation  became  serious,  and  on  Bareh  5,  1942, 
the  Board  made  public  its  intention  to  remove  its  fifteen  per. 
cent  limitation  on  advance  shipments  should  it  become  a  hinder, 
once  to  the  importation  of  coffee.  On  April  29,  it  was  forced 
to  remove  the  fifteen  percent  stipulation,  but  the  restriction 
of  entry  for  consumption  before  October  1,  1942  was  retained.15* 
Bhe  extreme  shinning  shortage  in  the  summer  of  1942  forced 
the  Board  to  practically  abandon  the  quota  provisions  of  the 
Agreement,  it  became  apparent  that  the  more  fortuitously  situ, 
a  ted  countries,  geo  graph'*  cal'*  y,  could  mors  than  fulfUll  their 

153.  Ibid.,  pp*  67-68.  This  proposal  was  renewed  for  the 

1941.1942  ouota  ■’-ear.  pp.  99-100.  . 

154.  Tbid.,  p.  121. 
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quotas  while  the  others  could  not.  Brasil*  for  example,  v/rs 
not  able  to  ship  2,659,279  bags  of  her  1941-1942  quota  while 
other  countries  were  able  to  ship  considerably  over  their 
quotes.155 


155.  Although  not  an  integral  part  of  the  inter- American 
Coffee  Agreement  nor  directly  concerned  with  the  administration 
of  the  Agreemert,  a  consequent  contract  between  the  ^ited  States 
and  Brasil  deserves  brief  review  as  a  vehicle  for  insight  into 
the  cost  of  the  Agreement. 

Tenrm  of  this  contract,  signed  October  5,  1942,  wore  as 
follows: 

(1)  The  two  governments  agreed  to  take  all  possible  mea¬ 
sures  to  facilitate  the  shipment  of  coffee. 

(2)  The  Commodity  Credit  Corporation  agreed  to  purchase, 
through  regular  commercial  channels,  that  part  of  the  1941-1942 
quota  which  was  not  shipped  on  September  30,  an  agreed  amount 
of  2,659,279  bags.  Further  the  CCC  agreed  to  purchase  that 
amount  of  the  1942-1943  quota  which  could  not  be  shipped,  up  to 
9,300,000  bags. 

(3)  The  price  was  established  at  either  OPA  ceiling  or 

ma  'ket  prices,  whichever  was  lower,  less  two  percent  for  admin¬ 
istrative  expenses,  ninety  days  warehousing  was  to  be  received 
free  after  which  the  expense  was  to  be  borne  by  the  CCC. 

(4)  Coffee  purchased  under  the  Agreement  could  be  shipped 
to  the  United  States  as  a  part  of  the  1942-1943  quota  providing 
simultaneous  purchase  of  an  equal  amount  was  made,  niailarly, 
purchases,  in  danger  of  deterioration  from  prolonged  storage, 
could  be  sold  in  the  Brasilian  market  as  long  as  an  equal  si¬ 
multaneous  purchase  was  made. 

Two  reasons  are  given  for  this  policy,  not  at  all  an  ob¬ 
ligation  of  the  Thi^ted  States:  (1)  To  give  Brazil  a  partial 
payment  for  not  being  able  to  ship  her  full  quota,  and  (2)  To 
gain  a  consideration  from  Brazil  in  the  granting  of  shipping 
preferences  to  higher  priority,  but  less  profitable,  goods. 

In  August,  1944,  the  CCC  reported  holding  $276,819,000  in 
coffee  and  that  from  *ray,  1942,  to  December,  1943,  It  had  pur¬ 
chased  46,489  short  tons  of  coffee.  This  may  have  been  the 
result  of  fulfillment  or  partial  fulfillment  of  this  contract. 

Tew  vork  Times,  October  7,  1942,  p.  40 |  Guedes,  Brazil 
Coffee~Tn  1^42,  pp.  22-23*  Tea  and  Coffee  Trade  Journal.  ’’The 
Object' ion s  of  Brazil  to  the  Coffee  quota  increase",  Bay,  1944, 
p.  19 |  Commodity  Credit  Corporation,  Report  of  the  president 
of  Vhe  Conroodity  Credit  Corporation.  1943, p.  lS*  Report  of 
TEe  president  or  the  Commodity  Credit  Corporation.  1*44, 
pp.  IT,  14. 
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It  became  obvious  ct  the  same  time  that  the  quota  w?  s  go¬ 
ing  to  keep  coffee  out  of  the  Fnited  States  which  was  needed 
for  consumption  purposes.  Consequently,  the  Board  reised  the 
quotas  to  277  percent  of  the  basic  quota  for  the  year  with  the 
understanding  that  the  quota  would  return  to  110  percent  of  the 

base  on  October  1,  1942*  Similar  actions  were  taken  in  the 

156 

succeeding  years.  It  was  through  this  judicious  use  of  power 
under  Article  8  that  the  Beard  averted,  eb  much  as  possible, 
coffee  shortages  in  this  country. 

~  l’ 

13a  rly  in  the  operation  of  the  \greement,  it  became  appar- 

.-*••••  ’*  »  .  '  I  ■  !  "  •  '  a.  .  i  '  *  *  •/•*.  *  -,v  '  v 

ent  that  the  b* sic  quotas  were  not  sufficiently  large  to  satis¬ 
fy  the  ever  increasing  demand  in  the  United  States.  Fader  the 

>  < 

nrorislons  of  Article  5,  the  basic  quote  was  increased  five  per- 

157 

cent*  Similar  action  was  taken  in  February,  1942.  Actually, 

w *  * 

the  increased  demand  was  provided  for  in  the  emergency  increases 

r  •  • « 

so  that  this  action  was  not  a  necessity. 


Pet  en  si  on  of  the  Agreement.  In  accordance  with  Article  24 

of  the  Agreement,  the  Board  recommended  on  September  2,  1942 

'  ? 

that  the  agreement  be  extended  for  one  year  from  October  1,  1943 

188 

without  change.  ""his  proposal  was  acceptable  to  all  sigha- 

159 

torses,  and  the  Agreement  was  made  effective  for  that  period. 


American  ro-afee  uoerd.  First  Annual  Report. 


70,  71-72,  100-i0i; 


157.  inter- American  Coffee  Board,  First  Annual  Report, 
1941-1942,  pp.  14,  199. 

158.  Ibid.,  pp.  133,  134. 

159.  ^or  the  declaration  providing  for  the  continuation, 
see  International  Labour  Office,  og.  cit..  p.  68. 
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The  seise  procedure  was  followed  the  succeeding  year  mahin  the 

160 

Agreement  effective  unt * 1  September  30,  1945. 

The  situation  in  1' 45  was  considerably  different  than  it 
was  in  previous  rears,  end  the  proposal  was  raa  e  to  e.  tend  the 
Agreement  with  certain  important  modifications.  A  protocol 
was  drawn  up,  signed,  and  ratified  providing: 

(1)  Uxtenson  of  the  Agreement  for  one  year  from  October  1, 
1945. 

>  a 

(2)  Suspension  of  all  the  quota  provisions  (Articles  1-8) 
'’•’•cept  under  emergency  conditions  when  they  could  be 
reinstated  by  a  vote  of  ninety-five  percent  of  the 
total. 

(3)  Direction  of  the  Board  to  make  a  thorough  analysis  of 
the  world  coffee  situation  and  to  formulate  recommend¬ 
ations  regarding  the  type  of  International  cooperation 
appearing  most  lively  to  contribute  to  the  develop¬ 
ment  and  the  prosperous  condition  in  International 
trade  o**  coffee,  equitable  for  both  consumers  and  pro¬ 
ducers.  These  recommendations  were  to  tahe  due  ac¬ 
count  or  any  general  principles  of  commodity  policy 

embodied  in  any  agreement  concluded  under  the  aus- 

161 

pices  of  the  united  Nations. 

160.  inter- American  Coffee  Board,  Third  Annual  Report, 
1943-1944,  pp.  19-21. 

- TST7  Department  State,  * Tnter-Americ-n  Coffee  Agree¬ 
ment  —  Protocol  between  the  United  States  and  other  American 
Republics  ^odi-eying  and  Extending  for  One  Year  from  October  1, 
1945  the  Agreement  of  November  28,  1940, .  -treaties  and  Other 
International  Acts  Series  Uo.  1513,  asbington,  194b. 
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Hat  if*  cat  ion  was  advised  by  the  Senate  on  April  11,  1^46, 

162 

and  the  protocol  was  ratified  by  the  president  on  April  29* 

The  treaty,  in  its  revised  form,  was  subsequently  extended  un¬ 
til  September  30,  1947*163 


miscellaneous  Operations*  The  Beard  Initiated  the  first 
international  compilation  of  coffee  statistics  --  of  concern 

4 

and  interest  to  the  economist,  the  trader,  the  producer,  and 
to  the  governments  of  producing  and  consuming  nations*  As 
these  statistics  became  complete  and  standardized,  the  publi¬ 
cation  of  a  weekly  statistical  bulletin  was  undertaken.  This 
was  a  notable  public  service  of  the  Board. 

Article  18  of  the  Agreement  recognized  the  need  of  and 
provided  for  close  cooperation  with  those  interests  vitally 
concerned  with  the  coffee  trade.  As  early  as  ?^ay  8,  1941, 

*  *  ...  *r 

trade  representatives  were  Invited  to  appear  before  the  Board 

164 

to  express  their  views  on  certain  questions*  Eventually, 

a  Trade  Advisory  Committee  was  established  in  order  to  main- 

165 

tain  this  relationship  on  a  permanent  basis* 


162*  Ibid.,  cover*  The  results  of  the  world  coffee  study 
are  not  currently  available* 

163.  Bureau  of  foreign  and  Domestic  Commerce,  "Coffee,  Tea, 
and  Sptdes, »  Industry  Report,  December,  1946* 

164.  In t er-Amer ■  cr?n  C o ffee  Board,  pirst  Annual  Report, 
1941-1942,  p.  22* 

ToixT  Inter- American  Coffee  Board,  second  Annual  Report,  1942- 
1943,  pp,  14-14,  91-93*  The  Committee  was  composed  as  bellows i 
a*  Bour  ex  officio  members . 

Bros i rfir  toYTTie  national  Coffee  Association, 
president  o**  the  'Teen  Coffee  Association  o*  ^ow  York* 
president  of  the  Green  Coffee  Association  of  New  Orleans, 
president  of  the  Pacific  Coast  Coffee  Association, 
b.  Three  other  members  appointed  by  the  Board  on  the  bases 
of  their  knowledge  of  the  coffee  industry  and  the  nature 
of  their  functions  in  relation  to  coffee  and  on  their 
availability  for  consultation* 
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Fourth  Pan  Ameri can  Coffee  Conference,  "he  ant  t-  meet¬ 
ing  of  the  ‘"’an  Ameri  con  Coffee  Conferences,  interrupted  by  the 
war,  were  resumed  in  1945.  The  fourth  of  these  conferences 
met  in  Mexico  City  from  September  1  to  14.  The  most  important 
aetion  was  to  draft  -•  resolution  to  the  government  of  the  united 
States  requesting  that  price  controls  be  lifted  and  that  course- 

t 

tit ion  again  be  allowed  to  establish  prices.  It  was  further 

resolved  that  none  of  the  producing  countries  should  sign 

treaties  with  European  countries  without  the  including  of 

clauses  banning  tariffs  and  internal  taxes  on  co'fee  and  ban¬ 
¬ 
ning  favoritism  on  coffees  procured  from  colonial  possessions* 

An  internet* onrl  coffee  confluence  was  recommended,  and  an  ex¬ 
pansion  of  the  Pan  American  Coffee  Bureau  and  its  activities 
to  Europe  was  authorised.  Further,  it  was  ©greed  to  mutually 
exchange  information  on  legislation,  production  methods,  and 
data  concerning  coffee, 


166.  Tea  end  Coffee  Trrde  Journal ,  “Twenty-three  Important 
resolutions  A dopfc e d  by  Ban  American  Coffee  Conference”, 

October,  1945,  pp.  12-14,  02-55. 
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VII 

An  attempt  to  evaluate  the  success  of  any  particular  pro¬ 
ject  involves,  per  se,  an  understanding  of  the  ultimate  object¬ 
ives  of  that  project.  Herein  l?.e3  the  difficulty.  First  of 
all,  the  objectives  are  not  clear  cut.  secondly,  costs  are 
not  measurable,  and  the  results  obta  ned  cannot  be  spoken  of 
in  objective  terns. 

Cost  of  the  Agreement.  In  the  short-run,  there  is  little 
doubt  but  what  the  program  was  costly  to  the  American  consumer, 
particularly  in  the  months  prior  to  the  entry  of  the  united 
States  into  the  war.  In  the  latter  part  of  the  period,  it  is 
probable  that  the  ousts  kept  no  coffee  out  of  the  market,  and 
hence  had  no  effect  on  consumer  coffee  prices,  but  the  Tjnited 
States  sacrificed  a  strong  bargaining  position  in  favor  of  the 
coffee  producing  countries.*^’7 

long-run  costs  are  even  more  difficult  to  determine  and 
involve  considerable  speculation.  Certainly  chaotic  conditions 
ejecting  whole  national  economies  would  have  obtained  without 
the  Agreement,  presumably,  marginal  and  sub-marginal  producers 
would  have  been  eliminated,  but  the  possibility  also  exists 
that  ruinous  conditions  would  have  forced  the  abandonment  of 
normally  super-isarg*nal  productive  facilities.  In  this  latter 

167.  Dietrich,  FtViel  B. ,  contributor,  Hcononi c  Defense 
o f  the  Western  Hemisphere,  American  Council  on  Public  Affairs, 
■fra sMngtun,  Id 41,  p.  00 
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case,  a  post-war  co^ee  shortage  would  have  been  reflected  in 
consumer  prices.  This  may  have  heen  desirable  as  a  means  to 
reestablish  coffee  production  on  a  sound  economic  basis,  ard, 
on  the  other  hand,  high  post-war  prices  might  hare  started  an¬ 
other  cycle  q**  over- expansion  o +  productive  facilities. 

Results  Obtained*  The  Inter-American  Coffee  Agreement 
saved  the  Latin  American  coffee  industry  from  eollapee,  pro- 
tected  the  coffee  industry  of  the  United  States  from  a  disas¬ 
trous  crisis,  avoided  the  closing  of  excellent  markets  for 
American  industries,  and  consolidated  the  Good  Neighbor  policy* 

It  proved  that  hemispheric  cooperation  could  be  a  tremendous 

168 

reality,  highly  and  equally  beneficial  to  all* 

That  would  h  ve  happened  without  the  Agreement  is  again 
speculatory,  rt  must  be  recalled  that  in  Kovember,  1940,  there 
was  at  least  some  question  as  to  the  allegiance  of  s 'me  of  the 
Latin  American  countries.  Axis  domination,  or  even  the  con¬ 
trol  of  those  countries  by  unfriendly  governments,  would  have 
been  a  high  price  to  pay  for  lower  coffee  prices* 

It  seems  clear  that  the  Agreement  was  wisely  administered. 
Then  it  became  apparent  that  a  coffee  shortage  was  impending 
in  the  Thited  States,  Individual  countries  were  willing  to 
give  up  an  advantageous  position  in  order  to  permit  quota  in¬ 
creases.  The  'Board* s  cooperation  with  tra,de  interests  and  with 
governmental  agencies  is  also  to  be  commended* 

168,  Coffee,  September,  1945,  "Bureau  Chairman  Opens 

Conference  •*, '"’p.  3. 
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Ore  or  the  more  valuable  a  ecompl  1 shroents  of  the  Agreement 

was  the  orecedent  it  set  for  following  organizations.  It  has 

been  suggested  that  the  in ter- American  Coffee  Agreement  set 

the  precedent  for  the  historic  Food  Conference  of  the  TTnited 
169 

Nations,  and  it  seems  clear  that  it  also  served  as  prece¬ 
dent  for  the  Department  of  State  proposals  for  intergovern¬ 
mental  commodity  agreements  within  the  framework  of  an  Inter¬ 
national  Trade  Organ! nation* 

iSRperienee  of  the  Board  indicates  the  feasibility  of 
partial  consumer  control  in  international  commodity  agree¬ 
ments.  Though  such  agreements  may  or  may  not  be  justifiable 
peace-time  measures,  it  seems  probable  that  they  will  continue 
to  te  an  importent  obese  of  the  international  economy.  Ac¬ 
cepting  this  supnosition,  consumer  re  presentation  is  not  only 

;  *  ,  1  •;  '  .  s-  \  f> 

just  bu+  is  proved  workable  in  such  agreements*  Consumers 
are  notoriously  poorly  organized,  and  it  is  difficult  to  se¬ 
cure  satisfactory  representation  for  them.  Representation 
by  governmental  officials  leaves  much  to  be  desired,  * 70  as 
would  representation  by  members  of  the  trade.  The  consumer 

would  best  and  most  practically  be  represented  by  a  govern- 

«  *  . 

mentally  appointed  private  person,  noted  for  his  public 
spirit  and  knowledge  of  economics.  He  should  serve  a  long¬ 
term  non-r Jnewable  appointment. 

169.  Chermont,  T.  S.,  "A  Decade  of  Coffee  Control", 

^he  Spice  %rill,  August,  1943,  p.  11. 

international  Labour  Office,  og.  cit. ,  p.  xxxix 


Possible  puture  Operation#  The  coffee  situation  has 
changed  substant ially  in  the  last  few  years  chiefly  for  two 

reasons:  (1)  Because  of  adverse  ■weather  conditions,  aging 

171 

trees,  competition  of  other  crops  for  the  land,  and  soil 
exhaustion,  ?3ra2ilian  production  has  '’alien  off  from  an  an- 

,  '  .  .  t  c  '  ,  -4  1  4  It. 

nual  average  production  of  22*5  mi  Hi  oh', hags  (1931-1941)  to 
13.2  million  hays  (1941-1945)#  The  production  of  "Che  ITether- 
lands  :^ast  Indies,  third  largest  pre-war  producer,  has  de¬ 
creased  sharply  because  of  wnr  damage#  (2)  Demand  is  contin¬ 
uing  to  increase  in  the  rmited  States,  and  European  demand  is 
expected  to  gradually  return  to  somewhat  near  pre-war  levels* 

These  two  factors  have  brought  the  coffee  supply  and  demand 

172 

to  a  near  tenable  economic  balance#  This  change  elimin¬ 
ates  the  necessity  or  and  justification  of  an  international 
organization  to  control  the  marketing  of  coffee.  Over  &  period 
of  time,  the  coffee  economy  will  be  more  apt  to  attain  an 
optimum  position  under  a  system  of  laissez-faire  than  under 
the  artificial  control  of  &  coffee  cornmi3sion*  , 

...  -  ‘  v".  •  > 

There  are,  however,  certain  functions  which  could  be  per¬ 
formed  by  such  an  organization.  Rese  rch  in  production  and 
processing  methods  could  well  be  done  on  an  international  scale# 
The  direction  of  the  use  of  the  commodity  in  relief  anu/or 

171*  Among  them  cotton,  due  to  the  ’’valorization”  of  that 
commodity  of  the  United  States# 

1?2*  Havemeyer,  John  S-,  "The  Background  and  present 
Status  of  the  Inter-American  Coffee  Agreement”,  Department 

of  State  Bulletin,  ""arch  2,  1947,  p.  3S0* 
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promotional  projects  is  one  of  International  significance, 

*  .  j  -  *  i  < 

Standardization  of  grates  and  classifications  and  the  improve¬ 
ment  of  shipping  and  storage  facilities  are  possible  fields 

of  endeavor* 

One  of  the  most  important  functions  which  could  he  per¬ 
formed  by  an  international  organization  is  the  collection  of 
statistics  and  their  publication*  One  of  the  basic  assumptions 
of  capitalistic  production  is  that  the  individual  has  wide¬ 
spread  'knowledge  of  what  Is  occurring  In  Ms  field*  It  has 
been  pointed  out  that  the  lack  of  this  knowledge,  plu3  a  lack 
of  foresight,  was  largely  responsible  for  Brazil* s  "over- pro¬ 
duction"*  Accurate  and  complete  statistics.  If  widely  dis¬ 
seminated,  could  do  much  to  alleviate  this  condition.*^ 

Bven  though  it  is  felt  that  emergency  measures  should  be 
reserved  solely  for  emergencies,  there  is  sufficient  justifi¬ 
cation  for  a  permanent  international  coffee  organization  v/ith 
powers  outside  the  scope  of  production  or  market  control*  pre¬ 
ferably,  this  should  include  all  coffee  producing  and  consuming 
countries.  Inasmuch  as  the  world  economy  is  becoming  more  and 

more  centralized  through  the  tTnlted  Nations  Organization  and 

'jb.  ■  ,  .  r  .■**  '  •;  >' 

its  Specialized  Agencies,  and  because  of  the  advantages  gained 

*  .  •  •  •  •  -<i  > 

by  membership  therein,  such  an  organization  should  become  an 
integral  part  of  that  system  —  either  thrn  gh  the  Food  and 
Agricultural  organization  or  through  the  proposed  International 
?re  d e  Organ i za 1 1 on  * 


173.  Ibid*,  xliii-xliv 
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